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BUSINESS SENTIMENT 


For the first time in a year, it is now realistically aligned with business conditions 


were available in separate packages, with distinctly 
different implications. The national accounts for 
the third quarter painted a moderately rosy picture of 
the level of national activity. Monthly figures for the 
last month of the quarter were considerably less rosy. 
And weekly figures for late September and early Octo- 
ber were hardly rosy at all. 
According to the gross national product, the trend 
of business in the third quarter was moderately upward 


li LATE October, the figures on business conditions 
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—in fact, the quarter-to-quarter increase in the total 
value of national output was approximately as great as 
in the earlier quarters of 1957. These quarter-to-quarter 
increases have amounted to only 1% during the year— 
and even this modest gain has represented almost en- 
tirely an increase in prices rather than expanding out- 
put. The third-quarter national product statistics thus 
suggest stability —but stability on a very prosperous 
level indeed. Moreover, the great bulk of the increase in 
GNP in the third quarter came in personal consumption 
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expenditures, a fact that can be interpreted to mean 
that some of the incipient declines in the investment 
parts of GNP were being neatly mopped up by the 
consumer. 

Inferences about the level of aggregate business 
activity drawn from the GNP statistics are certainly 
valid enough; in the third quarter, and even midway in 
the fourth quarter, business conditions remained good 
by any reasonable comparison. But they should not be 
taken as a guide to the trend of current business. Some- 
where during the quarter, the momentum of national 
business activity clearly enough disappeared, and for 
the last part of the quarter, the available monthly 
figures now point to slackness across a broad range 
of industries. From August to September, virtually 
every major durables manufacturing industry suffered 
a decline in seasonally adjusted production activity, as 
measured by the Federal Reserve’s indexes. Factory- 
worker employment in durables industries also declined. 


Output and Prices Too 


This softening of the trend evidently continued into 
October. By the middle of the month, steel production 
was running 16% behind a year ago, and freight car- 
loadings about 10%. Among the nine production indexes 
carried by Tur CoNFERENCE Boarp’s Weekly Desk 
Sheet, seven showed negative comparison from a year 
ago; the two exceptions were paperboard production 
and electric power output. 

Prices, too, have lost their uptrend. The Bureau of 
Labor Statistics weekly sample, based on about 200 
primary market prices, declined week by week during 
September and into early October. Raw materials 
prices, as measured by the BLS index of twenty-two 
spot commodities, also declined steadily during Sep- 
tember and the first half of October. Business loans of 
weekly reporting member banks declined in late Sep- 
tember and early October, a period when they usually 
expand seasonally. While the Census Bureau’s aggregate 
measure of unemployment in September showed little 
change from August, Taz Conrerence Boarp’s weekly 
series on insured unemployment indicated a slight rise, 
at a time when the series usually declines. 

By late October, it was getting hard to find a major 
business indicator—outside the gross national product 
itself—that pointed to a strengthening of the trend. 
Even weekly indicators, with all their problems of 
seasonal interpretation and erratic movement, were 
signaling plainly enough that business in the fall was 
not enjoying its usual seasonal improvement. 

The reports of business activity for September and 
early October have induced a shift in the burden of 
proof with respect to 1958 forecasts. Much more so 


than three months ago, the optimist is now being re- 
quired to set out the grounds of his optimism. This 
shift was a long time coming. As long ago as the spring, 
The Business Record was pointing out that the level of 
business optimism was out of line with the developing 
trend of the statistics, and that either the statistics or 
business sentiment would have to change direction in 
the last half of the year. As of October, it is sentiment, 
clearly, that has changed. 


Tracking the Course of Sentiment 


One major support of optimism in the winter and 
spring of 1957 was the widely publicized opinion that 
inventories were being liquidated at a considerable rate, 
and that business in general would enter a new round 
of moderate accumulation by late in 1957. In par- 
ticular, it was argued that holdings of steel and other 
basic raw materials were being reduced to the point of 
hand-to-mouth supply. This argument persisted in 
spite of the fact that actual inventory statistics, inade- 
quate though they undoubtedly are, could not be made 
to support it. Despite a continuing uptrend in Depart- 
ment of Commerce monthly figures on the book value 
of business inventories, the opinion that inventory 
liquidation was accomplished in the first half of 1957 
did not finally become a minority view until the revision 
of the 1956 national accounts was published at mid- 
summer, followed by the preliminary estimates, by the 
Council of Economic Advisers, of the accounts for the 
second quarter of 1957. 

Calculations of steel inventories in the hands of manu- 
facturing industries, which are estimated by THE Con- 
FERENCE Boarp' as well as by other organizations, con- 
sistently pointed to accumulation of steel in the first 
quarter, and even a slight accumulation in the second 
quarter. Belief in a fourth-quarter inventory turn- 
around in steel (and other metals) has died hard; here 
and there it still shows signs of life. 

Almost simultaneously with this delayed recognition 
that an inventory problem still existed in the last half 
of 1957—or at least that inventory was not a strength 
for late in the year—was the mounting of a mass attack 
on the uptrend in defense spending. Even the most 
circumspect analyst of government spending must 
have been convinced, by the end of September, that 
the effort to regain control over the course of Defense 
Department spending was acutely sincere. Accordingly, 
it became necessary to straighten out, if not actually 
bend downward, what had been a dependable uptrend 
in projections for this sector of the national accounts 
through 1958. 

It might be added, simply as a matter of updating the 

1See The Business Record for June, 1957 
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_ information bearing on this sector, that Syria and 
satellites may have again reversed the course of defense 


outlays, or at least abated their probable rate of decline. 
The Syrian-Turkish dispute appears to have simmered 
down (as have many such disputes in the past). On the 
other hand, our missile and satellite programs have 
doubtless received a major stimulus from the Russian 
successes, and the stimulus may not be confined to mis- 
siles and satellites alone. The nation’s general state of 


preparedness is, it is already clear, a major political 


issue. What is still far from clear is how the issue will 
be resolved in terms of spending levels, resource require- 
ments, and fiscal policy. 

Taken by themselves, the change in view about the 
state of inventories, and the now perhaps abortive change 
in the assumed direction of defense spending, would 
certainly have moderated business sentiment about 
1958. But at the same time that conditions in these 
sectors were making their sober points about the year 
ahead, the Department of Commerce figures on retail 
trade were heading off in another and much more at- 
tractive direction. A revision of the retail trade sta- 
tistics published in early September showed a sharp in- 
crease in the rate of personal spending, particularly for 
soft goods, in every month from April to July. Pre- 
liminary estimates for August released shortly later 
showed another large gain. It began to appear altogether 
possible that business was about to undergo another in 
the series of “rolling readjustments” that had been in 
evidence on several earlier occasions in the postwar 
years, and particularly in 1956. The possibility was 
clearly underscored by the Federal Reserve itself, when 
it let it be known that the uptrend in personal spending 
indicated that the time had not yet come to relax credit 
policy. 


Significance of Retail Spending 


But the portrait of vigorous and even inflationary 
retail trade levels that developed out of the newly re- 
vised retail statistics was never entirely consistent with 
the general “feel”’ of retail markets, and much of the 
vigor, if that’s what it was, has since disappeared from 
the statistics. The August retail trade figure was re- 
vised down to about the level of the July figure. Sep- 
tember evidently showed a significant decline, to some- 
where between the May and June level. And early 
October, judging at least from the unhappy reports of 
retailers, has seen no improvement from the September 
level, and perhaps a slight further decline. 

In October, the further sobering of business sentiment 
thus mainly reflected a deflation of expectations that 
personal spending was in an independent boom. The 
boom has not materialized, and the prevailing atmos- 
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phere of uncertainty, shrunken overtime payments and 
occasional layoffs is not such as to suggest that it will 
develop in the remainder of 1957. As in so many other 
aspects of general business conditions, there is nothing 
particularly unhappy about the level of retail trade it- 
self; dollar volume continues to run comfortably above 
a year ago. What has happened is that expectations have 
been reconciled with the facts. For the short term, this 
kind of reconciliation has its painful aspects; for the 
longer term—perhaps for mid-1958—it is an obviously 
healthy development. 

A Rise in Consumer Liquidity 

In the first half of 1955, personal consumption ex- 
penditures were clearly a substantial stimulant to 
general business. While personal income was rising at 
an accelerating rate, personal spending was rising even 
faster. The personal saving rate, measured in dollars, 
was at its lowest level since the Korean buying boom 
of late 1950. As a percentage of disposable income, the 
saving rate in the first half of 1955 fell below 5%; in the 
third quarter, it was only slightly above 5%. In 1956, 
the saving rate climbed sharply, and for the year as a 
whole stood at 7%. 

In 1957, the personal saving rate has run between 6% 
and 7%. This rate is considerably higher than that ex- 
perienced in the early postwar years, but also con- 
siderably lower than the rate in the years from 1951 to 
1954. Query: Where does it go from here? Is the current 
rate of saving enhancing the future outlook for personal 
spending? If incomes should decline slightly, or only 
remain stable over the next few quarters, would personal 
spending continue to rise, cutting into the saving 
margin? 

According to the Securities and Exchange Com- 
mission’s direct measures of personal saving, which 
differ conceptually from the Commerce Department’s 
residual figure in many ways, the first half of 1957 saw 
a pronounced increase in the rate of addition to con- 
sumers’ net claims. In the first half of 1955, additions 
to net claims amounted to $1.4 billion; in the first half 
of 1956 the rate had risen to almost $7 billion, and by 
1957 to over $9 billion. Of the approximately $7.5 
billion difference in the SEC’s saving rate from the first 
half of 1955 to the first half of 1957, about $2.5 billion 
reflects a higher saving rate in corporate securities, and 
$1.5 billion in the rate of additions to personal bank 
deposits. And the rate of growth of consumer debt was 
lower by about $3.5 billion in the first half of 1957 than 
in the first half of 1955. In other measured saving cate- 
gories—savings and loan associations, government 
securities, and private and public pension reserves— 


little change has occurred. 
(Continued on page 524) 


Farm Classes and Their Sales 
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EWER BUT LARGER farms—that’s a capsule 
description of what has happened to the structure 
of United States agriculture in the past two dec- 
ades. The 1954 Census of Agriculture, released earlier 


this year, shows some 4.8 million farms; the 1935 count 
totaled 6.8 million. 


Trend Stayed in Postwar Years 


The long-term decline in number of farms evidently 
slowed down considerably in the immediate postwar 
years. Continued high domestic demand for farm prod- 
ucts, combined with heightened foreign demand, made 
farming particularly lucrative during those years. How- 
ever, by the late Forties many foreign countries had 
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strengthened their own agricultural plants, which had 
run down during the war. Also, other leading exporters 
of farm products, such as Canada and western Europe 
were back in full business swing. As competition 
stiffened, some farmers in this country left off farming, 
and the downturn in number of farms has clearly picked 
up momentum in the Fifties. 

Between the last two Census years of 1950 and 1954, 
the number of farms declined at a rate of 150,000 a 
year. The implications of this trend seem in need of 
clarification. Many commentators on the farm scene 
point to this phenomenon as a weakening in the farm 
structure, and some have lamented that farming is 
disappearing as a way of life. How well grounded in fact 
are these fears? 


Behind the Aggregates 


To evaluate the shrinkage in the number of farms, it 
is necessary to look beyond the aggregates to determine 
which kinds of farms are disappearing. Actually, the de- 
crease in number of farms has not diminished the agri- 
cultural plant. Total farm acreage has remained relatively 
unchanged for decades. What has happened has been a 
consolidation and merging of smaller, less-productive 
units into larger and more efficient ones. The average 
size of farms rose from 215 acres in 1950 to 242 acres in 
1954, and per farm value of land and buildings increased 
from $13,911 to $19,761. (About two thirds of this 42% 
increase in average value per farm represents price in- 
flation; around one third is a real appreciation.) 

The trend toward larger farms has gone hand in hand 
with more intensive mechanization, permitting greater 
output with fewer workers. The proportion of farms 
with heavy capital equipment has risen markedly be- 
tween 1950. and 1954.! 

While the Census enumerations for total farms point 
up a 600,000 decline from 1950 to 1954, a breakdown 
classified by sales volume reveals a significant pattern. 
The number of class I farms—those with sales of $25,000 
or more—actually increased 30%; class II farms, with 
sales of $10,000 to $24,999 increased 18%. (See table.) 

Among the four classes of smaller commercial farms, 
the percentage decline in number corresponds inversely 
with the amount of sales; that is, the smaller the amount 
of sales, the larger the decrease in number. 

1 Percentage of farms with specified equipment in 1950 and 1954: 


tractors—47%, 60%; grain combines—12%, 19%; corn pickers—8%, 


14%; milking machines—12%, 15%; motor trucks—34 , 46%; auto- 
mobiles—63%, 71% : ; Coe 
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Moreover, a full third of the 600,000 decline in num- 
ber of farms from 1950 to 1954 occurred in “non- 
commercial” groups—part-time and residential farms. 
For the most part, these noncommercial farms are farms 
in name only. Although they numbered 1.5 million in 
the 1954 Census, or about one third of the total, they 
accounted for only 2% of total farm output. 

The swelling in numbers of class I and class II farms 
from 1950 to 1954 reflects an upgrading from classes IT 
and III, respectively. That is, the additions to class I 
were essentially farms which were in class II in 1950, 
but whose gains in sales by 1954 placed them in class I; 
and a similar upgrading movement occurred from class 
IIT to class I. 

There was also some upgrading among the lower three 
groups. However, consolidation of farms was a more 
pronounced trend in classes IV, V, and VI. The decline 
in numbers in these three groups, particularly in class 
VI is accounted for primarily by farmers selling their 
farms to others who wished to enlarge their holdings. 

Concurrent with the increase in the number of farms 
in the upper farm classes have been increases in the 
number of farms with large acreages. (See table.) The 
number of farms of 1,000 acres and more rose 8% from 
1950 to 1954; farms with acreages of 500 acres to 999 
acres increased 5%. The number of farms with 260 acres 
to 499 acres was practically constant. The bulk of the 
decrease in number of farms occurred in the ten-acre 
to 179-acre group. 


Tenure and Income of Farm Operators 


The breakdown between farms operated by owners 
and tenants has been undergoing significant shifts over 
the past twenty years. Farm owners have risen from 
57% of total operators (47% full owners and 10% part 
owners)! in 1935 to 75% (57% full owners and 18% part 
owners) in 1954. Conversely, tenant-operated farms 
declined from 42% in 1935 to 24% in 1954. (In both 
years, farms run by managers araounted to less than 1% 
of the total.) 


1 Full owners own all the land that they work; part owners own 
some of the land and rent the rest 
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What's a Farm? 


A farm, according to the 1950 and 1954 Census of 
Agriculture, is any place of three or more acres if the 
annual value of agricultural products, exclusive of 
home-garden products, amounted to $150 or more. 


The agricultural products could be either for home 
use or for sale. Places of less than three acres were 
counted as farms only if the annual value of sales of 
agricultural products amounted to $150 or more. 


“Commercial” farms were divided into six groups, on 
the basis of the total value of all farm products sold, as 
follows: 

Class of farm Value of farm products sold 
rates ore $25,000 or more 
10,000 to $24,999 
5,000 to 9,999 
2,500 to 4,999 
1,200 to 2,499 
Vi ee o: *250to 1,199 


* Provided the farm operator worked off the farm fewer than one-hundred 
days, or had income from nonfarm sources less than the value of all farm 
products sold 


Other—“‘noncommercial’’—farms were grouped into 
three classes. 

Farms with a value of sales of farm products of $250 
to $1,199 were classified as part-time if the farm op- 
erator reported (a) one hundred or more days of work 
off the farm in 1954, (in 1949 for the 1950 Census); or 
if the nonfarm income was greater than the value of 
farm products sold. 


Residential farms included farms with a total value 
of sales of farm products of less than $250. Some of these 
were farms on which the operator worked off the farm 
more than one hundred days in 1954 (in 1949 for the 
1950 Census). Some were farms on which the income 
from nonfarm sources was greater than the value of 
sales of agricultural products. Others were subsistence 
and marginal farms of various kinds. 


“Abnormal” farms included public and private in- 
stitutional farms, community enterprises, experiment 
station farms, grazing associations, etc. 


Concentration on the Farm 


Noncommercial farms together with commercial 
classes V and VI accounted for 56% of the 4.8 million 
farms in 1954, but for only 9% of the nation’s $24.8- 
billion agricultural output for sale. Conversely, 44% of 
the farm community produced practically the entire 


output—91%. Even more dramatic, perhaps, is the 
proportion of sales made by farms in classes I and II. 
Comprising only 12% of the total number of farms, 
they were responsible for 58% of the total value of all 
agricultural products sold. Class I alone, with only 3% 
of the nation’s farms, produced 31% of the volume of 
farm products sold. (See chart.) 
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Another striking development since the mid-Thirties 
is a growing tendency among farmers to supplement 
their income from farming with other nonfarm work. 
Nearly half of all farm operators held some paying job 
outside of farming in 1954, compared with slightly more 
than a fourth of the operators a decade before. The bulk 
of these operators worked off the farm one hundred 
days or more in 1954. Over 20% of all farm operators did 
200 days or more of off-farm work in 1954, as against 
18% and 14% in 1949 and 1944, respectively. 

The increase in off-farm work reflects greater avail- 
ability of nonagricultural employment, and an in- 
creasing dependence on this employment to amplify 
‘ncome from farming. The latter influence is evidently 
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Magnitude and Direction of Change in Number of Farms 
ee ee 


Number of Farms % Change 

Economic Class of Farm (000’s) 1950 to 

and Size of Farm 1954 
1954 1950 

Glasst le. crraretie 134.0 103.2 30 
ee Lio sere ae citar a8 448.9 381.2 18 
Se RL Ee ion cnc treme 706.9 721.2 —2 
le GEE 3 ererteae A 812.0 882.3 — 8 
SOE 0 eet nctsdetanie sieeve 763.3 901.3 —15 
ca Veneer ee rene 462.4 717.2 —36 
Total commercial...... 3,327.6 3,706.4 —10 
iPart-timed. sentences 574.6 639.2 —10 
Residential... .05..3% 878.1 1,029.4 —15 
(Alpnormal see eiee tec 2.7 4.2 —36 
Total noncommercial. . . 1,455.4 1,672.8 —13 
eLotal farms. terns titers 4,783.0 5,379.3 —l1l1 
Under 10 acres........ 484.3 484.9 as 
TO 20ers. cece 713.3 853.6 —16 
S0— 69)nc ote ie tees 845.8 1,051.1 —20 
70-139. Mn. bees oak 1,009.2 1,200.0 —16 
140-179 Heienie Le ees 461.7 523.5 —12 
'180=259 Senvccn terrains 463.7 487.3 — 5 
960-499 crete a neeeaee 482.2 478.1 1 
500-999 soe alea nce en 191.7 182.3 5 
1,000 and over......... 130.5 121.4 8 
Wotalifarmservane seer 4,782.4 5,382.2 —11 


1 Figures differ slightly from those shown below owing to the fact that they were 
based on a 20% sample and were not adjusted to the actually counted figure 


Source: Bureau of the Census 


particularly important among farms whose sales of 
agricultural products total less than $5,000. 


v 


The reduction in farms has thus been confined largely 
to small, low-income farm units. Operators who have 
left farming have, in most cases, entered more lucrative 
nonagricultural occupations to raise their standard of 
living. Moreover, the land abandoned by them has 
generally been put to more efficient use by integration 
with other farms. 

The trend toward larger farms has not impinged on 
farming as a family-enterprise. Very large-scale farm- 
ing, with heavy requirements of hired help, have not 
yet made substantial inroads. Family farms still make 
up 96% of the agricultural community, a percentage 
virtually unchanged over the past three decades. 

The decline in total farms since the mid-Thirties has 
been essentially a decline in low-production, subsistence- 
level farming. The surviving farms have become in- 
creasingly efficient. 

SHIRLEY S. HorrMan 
Division of Business Analysis 


Business Bookshelf 


American Highway Today—A collection of twenty-eight 
articles and speeches by experts concerning such contro- 
versial topics as compulsory automobile insurance, methods 
of financing highways, and nationwide legislation on traffic. 
The final section of the book includes an explanation of the 
1956 federal-aid highway and highway revenue acts. The 
Reference Shelf, vol. 29, no. 1. Edited by Poyntz Tyler. The 
H. W. Wilson Company, New York, 1957, 204 pages. $2.00. 


The Inventories— The author expresses his views on acceptable 
methods of valuing a company’s annual inventory. Some 
chapters describe the different methods of pricing the in- 
ventory and comment on inventory pricing methods that 
are not acceptable for federal income-tax purposes; others 
review suggested procedures for taking the physical in- 
ventory, including arrangements for verification by outside 
auditors. By Frederick Staples. The Counting House Publish- 
ing Company, Thiensville, Wisconsin, 1955, 118 pages. $2.00. 


Fight for Control—Case studies of nine corporate proxy fights 
outlining the issues at stake, the techniques employed and 
the personalities of the men involved. By David Karr. 
Ballantine Books, 101 Fifth Avenue, New York 3, New York, 
1956, 178 pages. Paperbound edition, 35¢; hardbound edi- 
tion, $3.00. 


Factors in Effective Administration—A research study of 
existing courses in administration among twenty cooperat- 
ing colleges and universities. The purpose of the publication 
is to analyze the important factors in administrative effec- 
tiveness and how these factors can best be developed in the 
educational program. The approach and degree of impor- 
tance of each factor as indicated by the viewpoint of the 


teachers of administration courses are considered. The 
appendexes include an explanation of the case method ap- 
proach used in universities, a list of universities and courses, 
and three sample interview reports. By Charles E. Summer, 
Jr. Graduate School of Business, Columbia University, New 
York 27, New York, 1957, 286 pages. $3.26. 


Life Insurance Sales Management—A series of twelve papers 
discussing the functional areas of responsibility for life in- 
surance sales management. The papers are in three groups, 
covering the sales organization, sales planning, and creation 
and maintenance of a sales force. Edited by Dan M. McGill. 
Richard D. Irwin, Inc., Homewood, Illinois, 1957, 301 pages. 
$5.00. 


The Use of Survey Research Findings as Legal Evidence— 
Concentrates attention on the use of survey research tech- 
niques by judicial and administrative courts in establishing 
the facts in legal controversies. The study includes case 
references and a bibliography. By Hiram C. Barksdale. 
Printers’ Ink Books, Pleasantville, New York, 1957, 162 
pages. $6.00. 


How To Get Monthly Canadian Indicators 


The quarterly publication of “Selected Business Indicators 
in Canada” is being discontinued in The Business Record. 
The pages in the Record have been recapitulations of monthly 
data sheets issued by the Board’s Canadian office to supple- 
ment the second edition of the “Chartbook of Current Business 
Trends in Canada.” These monthly data sheets may be ob- 
tained regularly by applying to Taz ConrEerEnce Boarp, 
1028 Sun Life Building, Montreal 2, Quebec, Canada. 
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The retail price march showed signs of slowing down in 
September. Tue CoNFERENCE Boarp’s consumer price index 
for that month recorded its smallest increase since May. It, 
however, did rise 0.2% and was well into its second year of es- 
tablishing successive highs. This increase brought the all-items 
index for the United States to 105.3 (1953 = 100), which was 
2.8% above the September, 1956, level. 

The purchasing value of the consumer dollar lost 0.1 cent 
over the month as it slipped to 95.0 cents (1953 dollar = 100 
cents). Compared with a year ago, the September, 1957, dollar 
bought 2.7 cents less in goods and services. 

Scattered increases in four of the five major groups that 
comprise the index were responsible for the 0.2% advance in 
the price level. The fifth group, transportation, was unchanged 
over the month. Food prices, up 0.1%, recorded the smallest 


September Retail Prices Up Slightly 


poultry were up 0.4% as higher prices for pork and other 
meats outweighed declines for poultry and fish. 

Cereal and bakery products cost 0.1% more. The “other 
food” group remained unchanged over the month, with higher 
prices for fats and oils and sugar offset by lower coffee prices. 
A decline of 2.6% in the prices of fruits and vegetables, the 
only food group that moved downward, almost canceled the 
increases. 


Apparel Seasonally High 


The apparel and sundries groups, each up 0.3%, registered 
the largest increases. A seasonal advance in women’s apparel 
prices, concentrated in the outerwear groups, gave the main 
impetus to the apparel index. Men’s apparel, clothing material, 
and apparel repair costs were up only fractionally. The sun- 


The Conference Board's Consumer Price Index—United States Cities Over 50,000 in Population 


Housing 


1953 =100 


Rebased Indexes 


Purchasing All All 
All Food +... | Apparel Trans- | sundries | Value of Ttems Ttems 
Ttems PAL oatens -AESese and | mas au ab cape Mase | eee tone oe 
Water |Equipment 
1956 August....| 102.3 100.4 103.0 108.0 104.0 98.9 100.2 103.9 104.5 97.8 185.8 116.4 
September.| 102.4 100.3 103.3 108.1 104.3 99.3 100.3 104.1 104.7 97.6 186.0 116.6 
October...| 102.7 100.8 108.4 108.4 104.7 99.3 100.5 104.1 105.0 97:4 186.5 116.9 
November.| 103.2 100.5 103.6 108.5 105.3 99.5 100.7 107.7 105.2 96.9 187.3 117.4 
December.| 103.2 100.5 103.7 108.6 105. 99.8 100.7 107.9 105.4 96.9 187.5 117.5 
1956 Annual av. 9 107.8 105 .0r 99.8 100.0 105.0 104.2 98.1 185.1 116.0 
1957 January...| 103.4 100.2 104.5 108.7 107.8 99.8 100.8 107.8 105.5 96.7 187.8 117.7 
February. 103.6 100.5 104.8 108.9 108.6 100.0 100.9 107.7 105.8 96.5 188.2 117.9 
March. 103.7 100.4 105.2 108.9 108.7 4 101.0 107.3 106.1 4 A s 
Aprile.2¢ a: 103.9 100.6 105.4 109.4 108.8 5 101.1 107.4 106.3 2 beh 
Mayne: +2 104.1 101.1 105.4 109.5 108.5 4 101.2 107.4 106.5 .0 ail 
JUNE S<.02e 104.5 102.0 105.5 109.6 108.3 5 101.2 107.5 106.7 7 a 
Palys o- 104.8 102.8 105.5 110.1 106.6 4, 101.2 107.6 107.2 A 3 
August....| 105.1 103.5 105.5 110.2 106.4 8 101.5 107.6 107.7 l 9 
September.| 105.3 103 .6 105.7 110.3 106.6 8 101.8 107.6 108.0 .0 2 


Percentage Changes 


Sr ey +0.2 +0. 5 +0.2 +0.5 +0. +0.3 | —0.1 +0.2 +0.3 
9/56 to9/57.... +2.8 +3.3 +2.3 +2 +2.2 +1.5 +1.5 +3.2 —2.7 +2.8 +2.8 
r-revised 


advance. Housing followed with a rise of 0.2%, while apparel 
and sundries were up 0.3% each. 


Food Levels Off 


The upward trend in food prices, a major factor in the rising 
price level of the summer months, is headed for its usual 
seasonal reversal. This was apparent in the mixed price be- 
havior during September, 1957, which resulted in the smallest 
increase of the last half-year period—one of 0.1%. Mainly 
responsible for the September advance was a 2.3% hike in the 
dairy products and eggs index. Egg prices, rebounding from 
the past year’s lows, were up 8.9% over the month, bringing 
the last three months’ rise to 12.4%. Fresh milk, up 1.1%, was 
the second largest factor in the advance of the dairy and egg 
group. Lesser increases occurred in the meat, fish and poultry 
and in the cereal and bakery products groups. Meat, fish and 


dries index moved up, with alcoholic beverages and tobacco, 
personal care, recreation and medical care costs all higher. 
Increases were recorded for all housing subgroups. Home 
furnishings and equipment prices, which had been weak 
throughout the summer, led with a rise of 0.5%. Repairs and 
improvement costs were up 0.3% while lesser advances were 
reported for household operations, fuel, gas rates and rents. 
Transportation costs remained unchanged for the second 
consecutive month: higher public transportation rates were 
canceled in the index by lower automotive charges. 
Compared with a year ago, costs were higher in all major 
areas of consumer spending. The largest increase was one of 
3.4%, in transportation. Food followed, with a 3.3% increase, 
and sundries were up 3.2%. Housing costs rose 2.3% and ap- 


parel 1.5%. 
Hexen B. Junz 


Division of Consumer Economics 
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Textile Production Cycle Turns Irregular 
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Cumulative change in index points, peak to trough, with production held constant at peak 


[cesing PRODUCTION, over-all, has been 
J 


jogging along at a steady rate for almost a year Sources: Federal Reserve; The Conference Board 

now. That is not supposed to happen in textiles. 
The normal—almost unvaried—routine of the textile phase, compared with an average of ten consecutive 
industry is to produce at an ascending rate for about a months for the three previous cycles. And the current 
year and a half, run into inventory difficulties, then situation is still characterized by sluggish demand, un- 
spend the next six months or so on a toboggan, losing balanced inventories and weak prices. 
most of the production gains made on the rise. Once at This departure from regularity raises some questions 
bottom the process reverses, the entire pattern taking about the immediate outlook for textiles. Is the correc- 
place in a fairly regular cycle of a little over two years. tion phase of the cycle approaching completion? Does 


the fact that the duration of decline has been twice as 


Ran an Independent Course long as usual compensate for the fact that the decline 


In past periods, the textile cycle occurred seemingly has been only half as deep as usual? 
independently of general business conditions. The cur- One method of measuring the production loss associ- 
rent cycle, however, has departed radically from its ated with a dip from peak to trough is to calculate the 
regular form (see chart). Textile production in Novem- cumulative number of index points involved in the de- 


ber, 1955, was 113% of the 1947-1949 average; in cline; that is, to measure how much production is lost, 
January, 1957, it was 104%. The drop of 8% from peak peak to trough, relative to a rate of output held con- 
to trough was only half as great as during the three stant at the peak (see chart). The use of this area 


previous cycles, but the decline has lasted twice as long method indicates that from November, 1955, to April, 
as usual. 1957, the current cycle registered a loss of ninety-seven 

September was the twenty-second consecutive month index points, or nearly one month’s production at the 
in which textile output was evidently in a recession current rate of output. It has involved more production 
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loss than the two previous cycles (eighty-five points and 
seventy-eight points, respectively), but it does not ap- 
proach the 138-point loss in the sixteen-month decline 
of 1948-1949. 


The Trend in Components 


Softness in the over-all “textile” category of the 
Federal Reserve’s production index is owing in large 
part to a reduction in textile-mill activity since the late 
1955 peak. Whereas output of apparel and allied prod- 
ucts has dipped only 3% from the peak, textile-mill 
products have slumped 9%. In fact, weakness in textile- 
mill output has recently masked some slight improve- 
ment in apparel production; since the first quarter of 
1957, apparel output has risen while textile-mill pro- 
duction has declined by about 2%. 

A study of the relationship between mill-products 
output and apparel over the past ten years discloses a 
sizable shift in the relative importance of these two 
components. Textile-mill output shows wider swings 
on both the down side and the upside of the cycle (rising, 
on the average, 14% more than apparel in the ascending 
phase, and falling 52% more on the descending phase). 
The sharper loss disclosed by this comparison means 
that textile-mill output has been losing position in re- 
lation to apparel manufacturing. While mill production 
activity has been falling as often as it has been rising, 


501 


apparel and allied-products output has been rising 60% 
of the time since 1947. The ten-year trend line for textile 
mills shows no growth at all; apparel has enjoyed an 
average annual growth of 1.3% (general industrial out- 
put has risen by 3.7% per annum). In terms of employ- 
ment, apparel plants now employ about 15% more pro- 
duction workers than textile mills; in 1947, the mills had 
almost 22% more workers than apparel plants. 


A Statistical Transfer 


Part of the explanation for the failure of textile mills 
to share more generously in the postwar production 
surge is that a small proportion of textile-mill capacity 
has been displaced by the growing use of nonwoven 
fabrics, lighter-weight materials, tufted carpeting and 
plastic-coated fabrics.! In particular, the penetration of 
man-made fibers has meant a statistical transfer of 
activity from textile mills to chemicals. Synthetic yarn 
production is treated as chemicals industry output; 
natural fiber yarn-making is part of the textile industry. 

The marked difference in the postwar production 
pattern of textile mills and apparel manufacturers has 


1 A further small part of the seeming lack of growth may turn out to 
be statistical rather than actual. Incorporation of new bench marks 
based on the 1954 Census of Manufactures may disclose that the 
burgeoning use of man-made fibers has grown more rapidly than in- 
dicated by current production statistics 


Major Components of Textile Production Are in Divergent Trend 
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Textile and Apparel Manufacturing: 
Decline in Sales Outpaces Dip in Inventories 


BILLIONS OF DOLLARS 
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led to a considerable shift in the relative importance of 
the two components. In the Federal Reserve’s pro- 
duction index based on 1947-1949, textile mills ac- 
counted for 6.3% of total industrial output; the weight 
of apparel and allied products amounted to 5.6%. By 
mid-1957, the apparel component had a slightly greater 
relative importance than mill activity, though both had 
declined sharply in importance relative to the manu- 
facturing economy as a whole. In 1947-1949 ‘“‘textiles 
and apparel” constituted 11.9% of manufacturing 
output; it now constitutes 8.7% of the total. Its share 
of all nondurables production has fallen from over 
one fourth to about one fifth. 


WEAKNESS IN MANUFACTURING 


The current depressed activity in textile and apparel 
output has thus far precipitated only a small reduction 
in the inventories of manufacturers. Producers ended 
the summer with $2.6 billion in stocks, a level that has 
been more or less consistently maintained for several 
quarters. At the same time, factory sales declined in 
the second quarter of this year, and showed no improve- 
ment going into the fall season. The combination of 
stable manufacturing inventories and declining sales 
has pushed the ratio of inventories to two and one-half 
times sales for textile manufacturing—about its postwar 
record high. Applications of the average inventory- 
sales ratio for the postwar period to present sales rates 
suggest that stocks are now 10% higher than “normal.” 


STRENGTH IN RETAILING 


In apparel retailing on the other hand, the picture is 
more favorable. Inventories have been declining since 
the fall of 1956, and sales have been rising almost with- 


Apparel at Retail: Sales Rise and Inventories Drop 
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out interruption since the fall of 1954. The stock-to-sales 
ratio of apparel stores! has been reduced to 2.7, its low- 
est level since 1952. Stocks are about in line with their 
postwar average relationship (or 6% below “normal,” 
if the 1950-1957 average ratio is taken as “normal’’). 


DEMAND SETS THE LIMITS 


Extreme fluctuation in textile production makes the 
determination of a “normal” production rate for the 
industry a more than usually hazardous calculation. 
Influence of rapidly changing fashions, seasonality of 
clothing purchases and the multiplicity of producers 
(about 600 firms account for 90% of mill output) all 
tend to induce substantial short-term fluctuation into 
the production rate. 

However, consumer demand for textile products is 
basically stable, and sets a firm norm around which 
output fluctuates. The relation of apparel production to 
apparel sales (excluding shoes), in constant dollars, sug- 
gests that in this context current production is slightly 
below its ten-year average. And it has been low, in this 
relative sense, since second-quarter 1956 (see chart). 

The peaks and troughs in the production-sales ratio 
indicate that turning points in textile production are 
closely related to imbalances between apparel sales and 
production. In the fourth quarter of 1949, the production- 
sales ratio was at a low point. Textile production then 
rose until early 1951. At that point, the ratio was 6% 
above average. Production then declined until late 
1951. This pattern of behavior reappeared in identical 
form in subsequent cycles. 

* Apparel stores account for about one half of total apparel sales. 


Department Stores account for about one fourth; variety stores, mail 
order and miscellaneous types make up the balance 
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The statistical position of the textile industry sug- 
gests that both mill activity and apparel production are 
in a phase usually associated with the beginning of re- 
covery. But the fact that the production cycle bottomed 
out at a higher level than usual has added an element 
of uncertainty to the present outlook. Sales have been 
outrunning production, on this basis, since mid-1956 
without inducing any upturn in production. 


THE BASIC TEXTILE DEMAND 


Apparel markets have not shared in the postwar boom 
to the same extent as most other industries. In current 
dollars, sales of clothing and accessories (excluding 
footwear) rose from $15.6 billion in 1947 to $17.8 billion 
in 1956—a gain of 14%. In the same period, disposable 
income rose by 70%; clothing dropped from 9.2% of 
income in 1947 to 6.2% in 1956. 

However, a part of this decline may reflect the fact 
that in the immediate postwar period, demand was 
somewhat inflated by depleted wardrobes. In the several 
years preceding the war, apparel accounted for 8.2% of 
consumer expenditures. 

Another part of the comparative loss of sales may 
also have resulted from the textile industry’s unhappy 
tendency toward price weakness. While the consumer 
price index for nonapparel items has risen 23% from its 
1947-1949 average, retail apparel prices (excluding 
shoes) have risen only 6%. If total consumer expendi- 
tures and clothing expenditures are corrected for their 
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respective price advances since 1947, the share of the 
consumer’s dollar going for apparel has amounted to 
7.1% ever since 1954. 

A regression formula developed by THE CONFERENCE 
Boarp! implies that apparel sales are now in fact in 
line with their usual relationship to population and in- 
come levels. Using this method, calculated normal sales 
for 1956, derived from the formula, are about $18 
billion—about $200 million over the actual, after ad- 
justing to current dollars. An estimate for this year in- 
dicates that actual sales will again be within a range of 
2% of the calculated norm. 

While spending for apparel is now somewhat low 
relative to its postwar share of disposable income, it is 
thus in balance relative to the more complex measure 
of normality provided by the regression equation. 


COMPETITION IN FIBERS 


In recent years, a new factor has assumed some im- 
portance in reducing per capita fiber use—the trend 
toward lightness in apparel, and hence increased use of 
man-made fibers. The shift in the proportions of various 


1See The Business Record for May, 1955. The equation, based on 
the years 1923 through 1941, is as follows: log Y= —3.1975-+1.0730 
log X, —.0861 log X2+1.1314 log X3 —.0143 Xu, where Y= clothing 
expenditures (billions of 1947 dollars), Xi = disposable income (bil- 
lions of 1947 dollars), X2 = population under 14 years (in millions), 
X; = civilian population 14 years and over (in millions), X, = time 
(1931 = —1; 1932 = —0; 19383 = +1, etc.), R? = .94. Sources: De- 
partments of Agriculture, Commerce and Labor; Tur CoNnFERENCE 
Boarp 


Recent Gains in Apparel Sales to Consumers Have Not Been Matched by Production Increases 
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Wholesale Apparel Prices: 
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types of fabric consumed has led to a textile concept 
of “utility poundage.”’ This measure takes into account 
sheerness, wear life and processing losses during pro- 
duction. The use of this approach discloses a pro- 
gressive uptrend in the covering ability of a pound of 
fabric. Between 1950 and 1956, consumption of fabric 
has dropped 5% to 6.5 billion pounds; “utility pound- 
age” has actually risen slightly. 

This difference in results yielded by ordinary pound- 
age and the “utility poundage” method partly reflects 
a sizable shift in market shares among different types of 
textiles. During 1956, man-made fibers accounted for 
26% of total fiber consumed, compared with 17% in 
1947. The gain came at the expense of cotton, which 
dropped from 70% to 65%, and of wool, which fell from 
12.8% to 8.7% of the total. In the prewar years 1937- 
1939, cotton accounted for 80% of total fiber consump- 
tion; man-made fibers and wool each about 10%. 


1See the Textile Organon, March, 1954, and March, 1957 


Table 1: Personal Consumption Expenditures for 
Clothing and Accessories! 


Year Millions of Millions of | Asa % of Dis- | Real Consump- 

Dollars 1947 Dollars? | posable Income | tion, as a % of 

Real Income? 
1947 15,610 15,610 9.2 9.2 
1948 16,450 15,504 8.8 8.7 
1949 15,371 15,174 8.2 8.5 
1950 15,154 15,245 74 7.9 
1951 16,086 14,950 7.1 7.5 
1952 16,588 15,546 7.0 7.6 
1953 16,350 15,512 6.5 flee 3 
1954 16,117 15,408 6.3 71 
1955 16,813 16,213 the] 
1956 17,825 17,025 7.1 


1 Excluding footwear 


cee Pedra income and clothing expenditures corrected for price changes; 1947 


Sources: Departments of Labor and Commerce; Tur ConrerENce Boarp 


The Seasonal Factor 


A major reason for the rhythmic fluctuation of the tex- 
tile cycle in manufacturing is the highly seasonal nature 
of apparel markets. The time relationship between the 
production process and marketing pattern 1s such that 
the production cycle for any given season, and any par- 
ticular item, is almost over before sales at retail are well 
under way. 

Production schedules are thus necessarily based on re- 
tailers’ appraisals of the sales outlook. And even though 
total sales may change little from year to year, there are 
frequently large shifts among different categories of 
apparel. In turn, manufacturers must often estimate the 
size and direction of retail demand before retailers have 
placed their initial orders. There is very little time to ad- 
just production to compensate for errors in market fore- 
casts. 

To further complicate matters, production bunches up 
at different periods of the year, with individual products 
having widely different production seasonals. In the 
period from 1953 through 1956, women’s suit production 
averaged 17% of a year’s production in the second quar- 
ter, and 37% in the first quarter. 

In most men’s wear categories there is somewhat less 
seasonal variation in output than in women’s wear. Men’s 
suit production ranges from a low of 22% of a year’s out- 
put in the third quarter to 28% in the first; trouser manu- 
facturers follow a closely similar pattern. The low point 
in men’s coats is the first quarter, with the high falling in 
the second or third quarter; shirt output reaches its peak 
in the first quarter, drops to a low in the third quarter. 


After adjustment for utility poundage, market shares 
show even sharper changes in relative importance of 
textile fibers. On this basis, man-made fibers, which 
have a great utility poundage per ordinary pound, ac- 
count for one third of the fiber total. 


PRICES TELL THE STORY 


Intense competition among products, fibers, and 
firms has kept a lid on textile prices throughout the 
postwar period. At the wholesale level, the composite 

(Continued on page 509) 


Table 2: Per Capita Use of Textile Fibers 


% Ibs, % Ibs. % Ibs, % Ibs. 


1937-1939.... 


100 | 28.6 | 98] 28] 9.8] 2.8 | 80.4 | 23.0 
1947....| 100 | 35.1 | 17.4] 6.1 | 19.8 | 4.5 | 69.8 | 24.5 
1948....| 100 | 37.0 | 20.0 | 7.4 | 12.7 | 4.7 | 67.3 | 24.9 
1949....| 100 | 30.8 | 20.6 | 63 4 | 3.5 S 
1950....| 100 | 40.4 | 22.8] 9.2 9 | 4.4 
1951....| 100 | 36.4 | 23.4] 8.5 2.6 
1952....) 100 | 34.9 | 24.41 8.5 3.1 
1953....| 100 | 36.2 | 23.8 | 8.6 3.4 
1954....| 100 | 32.5 | 26.2] 8.2 2.6 
1955... 100 | 36.4 | 28.3 | 10.3 2.9 
1956.... | 26.2) 9.1 3.0 
1957a... : 9.4 2.9 


a First half at annual rates 
Sources: Teztile Organon; Taz Conrrrence Boagp 
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Executives Report on 


[Survey of Business Practices] 


THE CHANGING LABOR FORCE 


e The proportion of workers engaged in direct pro- 
duction labor has declined during the past three years. 


e The proportion of workers in the factory indirect labor 

force, such as maintenance, production control and in- 
dustrial security personnel, has also dipped, since 1954, 
relative to total employment. (See table 1) 


e These shifts in the labor force are owing primarily to 
proportionate increases in nonfactory employment such 
as head office, clerical and sales personnel. 


130 industrial companies commenting on the 

changes in the make-up of their labor forces in 
this month’s survey of business practices. Most of the 
companies indicate that their more extensive use of 
automatic production equipment has had the effect 
not only of lowering direct labor requirements per unit 
of production, but also of raising the relative numbers 
of employees engaged in nonproduction work. As the 
president of a hardware company puts it: “the more 
automation the less direct labor, and, generally, the 
more indirect labor required.” 

The president of a textile-mill firm concurs with this 
observation, stating that “machine productivity per 
direct operator is enhanced by new techniques, while 
maintenance of the machinery itself becomes more and 
more complex.” And a producer of specialized industrial 
machinery points out, in addition, that his company’s 
volume of “paper work has increased owing to the need 
for more and better information to control our highly 
automatic manufacturing operations’. This has resulted 
“in our indirect labor force increasing more rapidly 
than our direct labor force.” 


[os ABOVE is a composite of the experience of 


Pinpointing the Changes 


Many companies report that their proportionate 
gains in nonproduction workers employed have centered 
mainly in the research and sales departments for a 
number of reasons. 

For example, the president of a specialized industrial 
machinery firm writes: 


“We have added somewhat to our research and develop- 
ment staff and have stepped up activities in such fields as 
quality control, material control, tool control and method- 
izing. In addition, we have expanded our sales force in order 
to increase our emphasis on customer service and sales 


effort.” 
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One instruments, controls and apparatus company 
has programed a build-up in its “engineering, research 
and development, and marketing departments, not as 
a necessity for current operations but as a requisite for 
future growth.” However, in a textile-mill products 
firm, the most noticeable increase in personnel has taken 
place “in the manufacturing supervision staff in order 
to obtain greater production efficiency.” 

Also, a metal-stamping and -coating firm reports 
the expansion of its production control department to 
the point where it now has “more data on shop per- 
formance, which is being used for much better and 
more detailed analysis of manufacturing operations.” 


CLASSIFICATIONS DIFFICULT 


Many cooperators comment on the fact that the 
definitions of direct and indirect labor are “subject to 
broad differences in interpretation among companies.” 
In fact, the director of industrial engineering of an air- 
craft and parts company further states that “within 
our own corporation certain types of inspection labor 
may be classed as direct in one division, whereas in 
another division the same class of inspection labor may 
be treated as indirect.” 

Some producers also point out that, as in the case of 
an office equipment firm, “there is an increased tendency 
to use direct labor employees on indirect operations—as 
for example, having a machine operator making his own 
job setup.” Similarly, a vice-president of a furniture 
and fixture company writes that “because of the nature 
of the manufacturing processes in this industry, we at- 
tempt to keep the work force as flexible as possible, 
which means a man may shift back and forth between 
direct labor and indirect labor.” 

Other smaller firms find it difficult to fix the exact 
number of direct workers they employ, because “‘in 
small manufacturing operations many direct labor em- 
ployees also perform indirect or overhead labor.” 


REASONS FOR THE SHIFTS 


The addition of new and improved equipment in the 
production departments is the most important single 
factor cited by cooperating companies as having con- 
tributed to the shift in their employment from direct 
labor to jobs not directly involved with actual pro- 
duction. In fact, in one aircraft and parts firm where 
several production lines have been fully automated, 
“no direct labor is employed and the personnel servicing 
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the machines are now classified as indirect labor. These 
technical developments also bring about an increase in 
certain nonproduction labor forces such as engineering 
and related services.” 

Some companies have placed major emphasis on in- 
creasing the productivity of their indirect labor force, 
and consequently have succeeded in decreasing the pro- 
portion of such workers in the total labor force. For 
example, a furniture and fixture company reports its 
employment of indirect labor reduced since it has “‘in- 
stalled mechanical handling equipment, rearranged de- 
partments and production lines to increase the efficiency 
of the indirect labor force.” 


Volume 


According to many survey participants, expansion 
of their volume of business has increased the number of 
norproduction employees on the payroll, relative to 
the number of workers engaged in direct labor. In the 
words of a food company president: 


“Our nonfactory labor force has increased more rapidly 
than our direct labor force during the past three years 
simply as a result of a considerable growth in business. It 
has taken greater clerical and sales efforts to handle the 
increased business and hence increased nonproduction 
personnel. Improvements in mechanization have made it 
possible to reduce the direct labor force and at the same 
time handle the increase in tonnage produced.” 


In a similar manner, a producer of furniture and 
fixtures states that “a 50% increase in the unit volume 
of our production is the principal cause for our factory 
indirect labor force increasing more rapidly than our 
direct labor force since 1954. In spite of the production 
volume increase at our plant, our direct labor force has 


Table 1: Trends in Production and Nonproduction Employ- 
ment, 1954-1957, in Companies Studied 


Number of Companies Reporting 


Trend in nT EE 
Increase |No Change} Decrease Total 


Direct Labor as a Per Cent of 


Total Employment...... 36 6 64 106 
Factory Indirect Labor as a 

Per Cent of Total Employ- 

MTOM ereeeter ey alete cespehsve s/siciees 44 4 57 105 


Nonfactory Employment as 


ployment meee is cits 64 10 31 105 


been decreased. This reduction of our direct labor force 
was due to realigning machinery and equipment, com- 
bining die operations, improved methods, and the in- 
stallation of an incentive system. The increase in the 
number of employees in our factory service departments 
was reflected principally in our industrial engineering 
department which installed the incentive system and 
worked out improved methods.” 

On the other hand, increased production volume has 
had the effect in several companies of decreasing the 


proportion of indirect employees. “Many of our indirect 
labor employees,” writes the controller of a steel com- 
pany, “‘are in jobs of a substantially fixed or semifixed 
nature, and as volume increases, very little addition is 
made to these indirect groups.” 

Conversely, a producer of general industrial ma- 
chinery reports that when business slides off, the “re- 
duction in the number of indirect personnel tends to 
lag far behind a reduction in the number of production 
workers. For instance, while we have been reducing the 
number of direct workers in our plants for the past 
several months, only within the past couple of weeks 
has a concerted effort been made to reduce indirect 
operations to the same degree, and the results are not 
yet apparent. Also, in times of decreased sales volume, 
sales efforts are intensified rather than curtailed, and 
sales organizations are expanded rather than reduced.” 


Competition 


Keener competition is also frequently credited by 
cooperating firms with having played an important 
part in boosting the proportion of nonproduction em- 
ployees. As a result of this intensified competition, the 
treasurer of an instruments, controls and apparatus 
company finds it necessary “to have more people in 
marketing, sales promotion and research development 
than were employed in 1954. In addition, we have been 
opening additional branch sales offices fairly regularly 
in the last five years.” 

Several reporting companies are placing increased 
emphasis on customer services in an effort to gain a 
competitive advantage. For example, one steel company 
states that during the past three years “more nonpro- 
duction personnel and automatic equipment have been 
added to provide better deliveries and faster, more 
complete information to customers on inquiries, order 
status and invoicing. Factory product quality control 
and inspection workers have also been increased.” 

A steel company is meeting “‘customers’ demands 
for a higher-quality product which entails more rigid 
inspection specifications requiring more and more work 
at the foundry.” As a result, such companies report 
“more nonproduction people are required.” 


New Products; Decentralizing Operations 


Some companies indicate the reason that the number 
of persons currently engaged in indirect labor represents 
a larger proportion of their total employment than in 
1954 is owing largely to the development and intro- 
duction of new products. In one firm, the introduction 
of new products has required “the addition of engineer- 
ing and technical personnel,’ while in another “more 
salesmen are needed to handle a wider product line.” 

However, in a specialized industrial machinery com- 
pany, the president cautions that “the indirect labor 
force is currently expanded while we are getting new 
products into production, but this force will be reduced 
once actual production gets rolling.” 
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Table 2: Production and Nonproduction Employees as a Percentage of Total Employment, 1957 vs. 1954 


Production Departments 


Factory Total Factory Nonfactory 
Sins ake Direct Labor Thai vt Taker Sate Labor Tedirect Labor! a asec 
1954 1957 1954 1957 1954 1957 1954 1957 1954 1957 
METALs 
Aircraft and parts 
A 48.0 47.9 n.a n.d n.d. n.a. 35.2 33.8 16.8 18.3 
B 51.0 51.6 17.2 17.6 28.3 25.8 45.5 43.4 3.5 5.0 
Cc 50.4 47.4 5.8 6.9 82.6 $1.2 38.4 38.1 11.2 14.5 
Blast furnaces and steel mills 
A 51.8 51.4 n.a n.d. n.d. n.a 42.7 43.1 5.5 5.5 
B 44,1 44,1 3.8 8.8 44.0 44.0 47.8 47.8 8.1 8.1 
: Cc 30.8 26.4 22.5 24.0 44.8 45.6 67.3 69.6 1.9 4.0 
D 81.6 81.1 n.a n.a n.d. n.d 15.7 16.0 2.7 2.9 
‘ E 33.8 35.1 10.6 10.8 $3.7 82.6 44.2 43.3 22.1 21.6 
Communication equipment 
A 57.5 55.0 n.a n.d. nN. n.a 18.8 18.0 23.7 27.0 
B 30.0 29.1 80.0 23.0 22.2 23.6 52.2 46.6 17.8 24.3 
Gc 67.1 67.4 n.a n.d. n.a n.@ Q9.7 29.3 3.2 3.3 
Electrical industrial equipment 
A 40.0 42.6 7.8 6.0 Pee 6.4 15.0 12.4 45.0 45.0 
Bt 63.1 64.7 10.3 9.8 6.1 6.3 16.4 16.1 20.5 19.2 
Hardware 
A 50.1 48.8 n.a n.@ n.a. n.a. 35.4 37.1 14.5 14.1 
Bt 72.0 68.7 n.d 10.6 n.d. 3.8 n.a, 14.4 n.a 16.9 
Industrial machinery, general 
A 36.8 45.6 17.9 16.0 13.0 10.9 30.9 26.9 32.3 Q7.5 
B 47.0 45.6 n.d. n.a n.d. n.d. 49.5 51.5 3.5 2.9 
ic 44,8 39.8 21.1 19.9 9.6 9.7 30.7 29.6 24.5 30.6 
D 44.9 43.3 8.2 8.0 30.6 $1.1 33.8 34.1 21.3 22.6 
E 43.7 39.4 n.d. n.a n.d n.d. 45.0 45.3 11.3 15.3 
{op 33.8 30.2 4.8 4.9 85.5 85.7 40.3 40.6 25.9 29.2 
G* 44.2 42.4 7.9 8.7 18.4 14.7 21.3 23.4 34.5 see 


Industrial machinery, specialized 


Instruments, controls and apparatus 


Tron and steel foundries 


Metal stamping and coating 


Metalworking machinery 


Motor vehicles and parts 


Nonferrous metals 


Yawr> Be Qmoasr> BP Fase Hoas> Mots sawe SHA 
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Table 2: Production and Nonproduction Employees as a Percentage of Total Employment, 1957 vs. 1954 (continued) 


Industry 


Office equipment 


Refrigeration machinery 
Structural metal products 


NONMETALS 
Apparel and related products 


Chemicals, inorganic 


Chemicals, organic 


Construction materials 


Food, beverages and kindred products 


Furniture and fixtures 


Leather and leather products 
Lumber and products 


Paper and allied products 


Petroleum refining 


Rubber products 


Textile-mill products 


n.a.—Not available 
1Column 4 equals column 2 plus column 3 


Production Departments 


Direct Labor ie Labor 
uf 


| | 
| 


Company 

1954 1957 1954 1957 
A 21.2 17.8 3.9 3.7 
B 24.6 25.9 4.8 6.7 
Cc 49.1 55.0 n.a n.a 
D 47.6 48.6 15.6 15.0 
E 11.8 12.5 2.2 pal 
A 40.8 40.8 2.3 2.3 
B 38.8 36.4 n.d. n.a 
A n.a. 62.5 n.d. 9.7 
B 64.7 62.9 8.8 9.4 

73.1 73.3 56.6 


* 

f=) 
Cle 
-_ 


BOO Be AOM> BOOP Be P SeDOer> BNOWP YoOmr Be yoser woAaWP 


* Comparison made with 1955 instead of 1954 
t Comparison made with 1956 


508 


Factory 
Service Labor 
3 
1954 1957 
20.1 19.4 
nig | 10.6 
n.d. n.d. 
22.2 21.0 
10.1 9.4 
27.6 28.5 
n.d. n.d. 
n.d. 12.5 

2.2 D2 
6.7 6.6 
14.2 15.2 
: 4.3 
6.6 

13.8 


Total Factory 
ia Labor! 
1954 1957 
24.0 93.1 
15.9 16.3 
41.2 34.8 
37.8 36.0 
12.3 11.5 
29.9 30.8 
24.4 20.4 
n.a. 22:2 
11.0 11.6 
12.3 12.0 
16.2 | 16.9 
19.7 19.7 
15.6 17.6 
34.5 34.1 
n.a. 20.1 
29.5 33.5 
46.9 44.7 
34.5 34.3 
ra. 9.4 
$3.5 28.4 
22.9 so I f 
42.4 41.8 
aban ff 30.6 
26.7 27.6 
10.7 TEL 
Q7.2 26.8 
20.3 18.5 
12.5 12.9 

6.9 6.8 
29.0 31.1 
20.7 19.0 
28.8 33.8 
46.8 45.3 
15.7 ois 
Q7.9 30.0 
20.7 20.7 
23.9 23.6 
ISS 10.9 
32.0 $4.2 
17.6 18.0 
34.5 82.9 
30.3 31.5 
31.8 29.8 
43.4 40.6 
25.8 24.6 
51.8 52.3 
36.5 $8.2 
45.5 45.6 
46.0 44.3 
17.3 19.3 
27.0 26.6 
38.2 38.4 
27.0 26.1 


t Comparison made with 1952 


Nonfactory 
ror fst 
1954 1957 
54.8 59.1 
59.5 57.8 

9.7 10.2 
14.6 15.4 
75.9 76.0 
29.3 28.4 
36.8 43.2 
na. 15.3 
24.3 25.5 
14.6 14.7 
19.7 26.8 
15.9 15.9 
18.0 17.5 
16.5 16.7 
na. 57.7 
24.5 20.0 
19.3 25.1 
28.5 30.3 
ng. 53.1 
12.5 10.7 
21.4 26.8 
19.9 20.6 
15.4 14.6 
16.0 17.4 
25.0 29.6 
21.5 19.9 
64.1 59.5 
24.7 25.7 
44.9 46.6 
19.2 19.6 
14.7 19.0 
12.2 11.1 
24.8 26.8 
21.3 32.0 
16.2 18.6 
19.8 19.8 
13.0 13.0 
28.2 32.4 
ple WB! 15.6 
a Tre 11.3 
31.9 29.4 
127 15.1 
17.2 16.7 
38.6 43.7 
69.8 71.1 

3.3 3.7 
17.8 18.3 
13.2 12.8 

7.6 10.0 
13.4 14.1 
11.3 11.3 
17.4 18.6 
12.4 13.9 
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The build-up in the proportion of nonproduction 
personnel, report a few firms, has been the result of 
decentralizing various company operations. In the 
case of a communications equipment firm, a vice- 
president writes that “decentralization of certain pro- 
duction operations has caused some duplication of work 
in our factory service organization.” 


More Reports and Statistics 


Several respondents, including the treasurer of a 
paper-products firm, hold as responsible for their cur- 
rently employing a larger proportion of nonproduction 
workers than in 1954 “the additional reports required 
by governmental agencies, trade associations and by 
plant and office supervisors.” And in one general in- 
dustrial machinery firm, the factory service force has 
increased rapidly because of “increased needs for sta- 
tistical services by a larger production control depart- 
ment in order to improve the flow of work through the 
factory.” 


PRODUCTIVITY BENEFITS 


A number of cooperating companies report that they 
are not disturbed by the relative rise in their nonpro- 
duction labor forces, since these changes have helped 
them achieve increases in over-all company productiv- 
ity. According to the chairman of the board of an office 
equipment firm, if “increased productivity is to make 
up for rising labor costs, this can only be attained by 
such means as utilizing improved equipment, more 
efficient methods and better training programs. These 
inherently require more men in the indirect labor 
groups.” 

One producer of aircraft and parts cites a specific 
example: 


“Tn our case the ratio of indirect labor to direct labor has 
increased from 98% to 111% during the past three years. 
The increase is attributable, not only to the increased com- 
plexity of our processes and products, but also to the sub- 
stantial growth in our research and development activity. 
What is important is to measure whether the shift in these 
proportions between direct and indirect labor was accom- 
panied by beneficial results. In our case, a resultant increase 
of 10% in over-all employment has been accompanied by 
about a 30% increase in production volume.” 


TO CHANGE OR NOT TO CHANGE 


A few cooperating industrial executives consider as a 
healthy sign the gains in their employment of indirect 
labor at the expense of direct labor. Typical of this view 
are the remarks of an aircraft and parts producer: 


“Modern production methods, mechanization and, 
particularly, automation lead naturally to the decrease of 
direct labor and, therefore, a percentage increase in indirect 
labor. In fact, if you look at it from such a viewpoint, the 
increase in indirect labor percentages may be a sign of prog- 
ress, whereas a standstill or decrease in these percentages 
may be an indication of stagnation.” 
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However, the president of a specialized machinery 
company, expressing the attitude of a number of other 
respondents, stresses the need for curbing further 
growth in nonproduction personnel. He concludes: 


““We are well aware of a strong, underlying trend toward 
more elaborate systems, controls and general ‘red tape,’ 
and have recently established a strong procedures and 
systems group charged with the responsibility of reducing 
and controlling the number of nonproduction personnel 
and related expenses throughout the organization.” 


Similarly, the chairman of the board of an office 
equipment firm, observing the tendency for indirect 
labor to increase, notes that “‘while some of this change 
is warranted, it is up to management to curb that which 
is not warranted.” 

JaMES C. APICELLA 
G. CLark THOMPSON 
Division of Business Practices 


Textile Cycle Stretchout 


(Continued from page 504) 


price for textile products and apparel is now 5% lower 
than it was between 1947-1949. Except for the flurry 
after Korea, it has been remarkably stable. 

But this general stability masks diverse price move- 
ments among industrial fibers and products. Compared 
with the level of 1947-1949, wool product prices are up 
11%, while cotton and man-made products are off 10% 
and 18%, respectively. Measuring from the beginning 
of 1954, both cotton and wool prices are unchanged, 
and man-made products are down about 6%. 


THE NET EFFECT 


The net effect of these price movements has been to 
leave apparel fabric prices unchanged since the early 
postwar years (and since 1954). Finished-apparel prices, 
at wholesale, are up 1% since the start of 1954. This 
stability in fabric and product prices at wholesale was 
carried into the retail sector. Apparel at retail, as re- 
flected in the Bureau of Labor Statistics consumer price 
index, rose only 2% between the first quarter of 1954 
and the second quarter of 1957, and even this gain was 
mostly owing to a 10% rise in shoe prices. 

At retail, too, there has been wide variation in apparel 
price changes by type of garment. In women’s wear, 
price changes have ranged from an increase of 12% for 
cotton street dresses to a decline of 11% for nylon hose. 
In men’s clothing, the range has been narrower. Wool 
suits have increased 5% over the past three and one- 
half years, while cotton business shirts have declined 
0.5%. 

WiuuiaM B. FRANKLIN 
Division of Business Analysis 


CONCENTRATION RATIOS: 


has no precise technical meaning. Designed pri- 

marily to provide a method of describing indus- 
tries neither perfectly competitive at the one extreme 
nor perfectly monopolized at the other, the term covers 
a set of loosely related meanings. These range from 
broad generalizations concerning the relative impor- 
tance of the largest business units in the economy to 
specific methods of measuring the share of the ship- 
ments or employment of particular industries or product 
classes accounted for by the largest companies whose 
shipments are classified in these industries or product 
classes. 

Concentration and bigness are not the same thing. 
Nor is analysis of concentration necessarily analysis of 
bigness, as such. A small grocery in a small community 
may, for example, have a larger degree of market power 
than a medium-sized steel company.! 

A new compilation of concentration data, based on 
the 1954 Census of Manufactures, has recently been pub- 
lished as a Report on “Concentration in American In- 
dustry” by the Subcommittee on Antitrust and Mo- 
nopoly of the Senate Committee on the Judiciary.” The 
industry and commodity categories used in measuring 
concentration in the report are those developed by the 
Bureau of the Census over the years to serve the general 
purposes of the Census and other federal statistical 
programs. Products are grouped into industries based 
on such considerations as whether they are typically 
produced by the same plants, have similar manufactur- 
ing processes, types of material, and the like—not on the 
basis of whether categories are appropriate for measur- 
ing concentration. 

Since the basis of the Census grouping of products is 
not whether they are competitive and since ratios based 
on these groupings are designed to measure concentra- 
tion, specific studies of the 1954 concentration data may 
appropriately begin with examination of the fit of par- 
ticular ratios to particular competitive complexes. 


[os TERM concentration like the term competition 


I. How Concentration Ratios 
Are Constructed 


Although the Senate subcommittee report contains 
eighty-five separate tabulations, they are in fact merely 
different combinations of three types of ratios. Each 
may be considered in turn. The first is aggregate ratios. 


MECHANICS AND MEANING 


Aggregate ratios measure the proportion of all manu- 
facturing industry accounted for by a limited group of 
the largest companies. Table 1 gives an example of such 
ratios. 

M. A. Adelman has noted that the increase in the 
share of total value added by the leading fifty firms— 


Table 1: The Percentage of Value Added by Manufacture 
Accounted for by the Largest Manufacturing Companies in 
1947 and 1954 


Per cent of value added by companies ranking 
largest in respective years: 
Largest fifty companies.......... 1 es 23% 17% 
Largest one hundred companies........... 30 23 


Source: “‘Concentration in American Industry,” op. cit., table 1, p. 11 


from 17% in 1947 to 23% in 1954—is owing to the par- 
ticipation of the few largest firms in industries that 
grew more rapidly in this seven-year period than other 
industries in the manufacturing sector.® 


Value-of-shipments Ratios 


Value-of-shipments ratios are based on shipments 
from plants, regardless of whether shipments go to 
other companies or merely to other plants of the same 
company. Such ratios are calculated on an industry and 
on a product-class basis—and the two ratios are nor- 
mally different for the same industry. 

The terms industry and product class refer to the way 
in which the shipments of plants (establishments) are 
allocated to industry or product classifications for both 
the numerator and the denominator of each concen- 
tration ratio. 

Under the industry method of allocation, all the ship- 
ments of each plant of each company are assigned to 
the industry accounting for the largest part. of the 
plant’s shipments. Company figures are obtained by 
adding these plant figures to obtain the shipments of 
each company allocated to each industry. 

_ 1See M, A. Adelman, “The Measurement of Industrial Concentra- 
tion,” Review of Economics and Statistics, November, 1951 


.? “Concentration in American Industry,” Report of the Subcom- 
mittee on Antitrust and Monopoly to the Committee on the J udiciary, 
U.S. Senate, Eighty-fifth Congress, First Session, U. S. Government 
Printing Office, Washington, D. C., July, 1957 


5M. A. Adelman, “A Current Appraisal of Concentration Statis- 


tics,” pp. 6-7, a paper presented at the American Statistical Associa- 
tion meeting, September 11, 1957 
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The introduction to the Senate subcommittee report 
describes the methods used in computing industry con- 
centration ratios but gives no examples of the pro- 
cedures. Table 2 has accordingly been set up to show 
how such ratios are computed and how they differ from 
ratios computed for a product class. The table presents 
figures for hypothetical industries 1 and 2 and for hypo- 
thetical companies A through J. Companies A to F are 
multiestablishment companies while companies G to J 
have one plant each. Concentration ratios have been 
computed by each method for the four largest com- 
panies. According to the table the industry concentra- 
tion ratio for hypothetical industry 1 is 98% and the 
ratio for hypothetical industry 2 is 84%. 

Under the product-class method of allocation, the 
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same shipments by the same plants of the same com- 
panies are assigned to the product classes to which they 
belong. The concentration ratio for the hypothetical 
product-class equivalent to industry 1 is 86% and the 
concentration ratio for the hypothetical product-class 
equivalent to industry 2 is 75%. 

Table 3 gives examples of actual concentration ratios 
based on value of shipments on an industry and on a 
product-class base for 1954. It shows that industry and 
product-class ratios may be identical or that either 
ratio may be higher than the other. 

Table 4 shows for the 447 four-digit industries and 
product classes for which concentration ratios are avail- 
able for 1954 the number and percentage of industries 
with higher concentration ratios when measured for an 


Table 2: Comparison of Different Methods of Obtaining Hypothetical Concentration Ratios on Industry and Product Base! 


SHIPMENTS 
Allocated on an Industry Base 
ae Companies and Estab- : 3 ae Allocated Se 
shments in Industries By ire eee! in By Coy ecarong: in By Companies aa Lidenttice 
Companies and Establishments 
1 2 1 2 1 2 1 2 
Es ee) ee 
Company A, total.............- tac ees Ste ie 15 722 120 617 
Establishment a..........-- 100 200 0 300 55.5 
Tass g Sacre ysote oi 2 400 0 402 
Cn My ale oerein' 10 5 15 0 
06 Fe Sarin 8 12 0 20 
Company B, total..........---- — = 2s - 400 1000 600 800 
Establishment a@...........- 300 100 400 0 si Oc Set Lee 
| 8 co IG or 200 500 0 700 
ene re st ecaten slates 100 200 0 300 
Company C, total.........+---- qe Ae i 0 190 48 147 
Establishment a..........-- 8 62 0 70 : eats Gos ae 
| reece? ee Or OG 15 45 0 60 
(Ret BPs oar 20 40 0) 60 
Company D, total..........---- ee fa 2): am 520 95 435 180 
Establishment 4.........--- 300 40 340 0 Aas ae aohe ae 
yeetraterie sae « 20 40 0 60 
ee hie seiele 100 80 180 0 
GL Serco e 15 20 0 35 
Company FE, total.........+++-- fis nee, 4.8 120 0 100 20 
Establishment a........---> 20 16 36 0 ete 
et netic tetorer Sieve 80 4 84 0 
100 
Company F, total........+-+++- ae Pe, Fer 0 130 30 
Establishment 4@......--+-+- 10 50 0 60 : os sees 560 
Dic eehalentoic ots: 20 50 0 70 
Company G.....--eeeeeeer eee 400 200 600 0 600 0 400 200 
Company H.......---++eeeeees 20 200 0 220 0 220 20 200 
Company I......----++eeeeeee 40 160 0 200 0 200 40 160 
Company J.....---seserereeees 15 10 265 0 25 0 15 10 
Total value of shipments 
Four largest companies........ 1640 2142 1555 1817 
All companies......+++++++++> 1680 Q557 1803 2434 
Concentration ratios. .......-- 84 86 715 
anies A.....+0-- J. Company figures in italics denote one of four largest in an industry 


1 Concentration of shipments in industries 1 and 2, by establishments of comp 
Source: hypothetical data 
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Table 3: Examples of Industry and Product-class Value-of- 
shipments Concentration Ratios, 1954 


Industry or Product Class Industry Product Class 
Soap and glycerin........... A 85% 63% 
(Pulp nails eect eee ere ton 29 29 
Nails and spikesinceisss iste nicer 32 42 


Source: “Concentration in American Industry,” op. cit., table 63, p. 560 


Table 4: Distribution of 447 Industries in 1954, by Differences 
in Concentration of Value of Shipments, Computed on an 
Industry and on a Product-class Base! 


Industries or 


: . f 4 Product Cl 
Differences in Concentration Ratios fe eater cae 


Number Per Cent 
FLotal gal industries. ease ieee eter ce 447 100 
Ratio on industry base higher than on product- 
class base by: 
Ten percentage points or more.......... Q7 6 
Five to nine percentage points.......... 77 17 
Two to four percentage points.......... 104 23 
Difference of one percentage point or less... .. 162 36 
Ratio on product-class base higher than on in- 
dustry base by: : 
Two to four percentage points.......... 26 6 
Five to nine percentage points.......... 7 2 
Ten percentage points or more.......... 7 2 
Difference not available. ................... 37 8 


1JIn some cases the classification of differences in concentration ratios is for an in- 
dustry-product comparison that is not exactly comparable 

Source: “Concentration in American Industry,” op. cit., table 35, p. $9. (Table 35 
is not in all respects consistent with table 63, p, 560, on which it is based.) 


Table 5: Examples of Concentration of Value-of-shipments 
and Employment Ratios Computed on an Industry Base for1954 


Industry Shipments |Employment 
Cannedisea food) gar yer tes etcsasene sunita aeaeions 48% 28% 
Cotton broad-woven fabrics................ 18 18 
iWatchycases ee te cc no ee einen ocean 40 50 


Source: “Concentration in American Industry,” op. cit., table 61, p. 514 


industry rather than a product class, and the number 
and percentage of industries with higher concentration 
ratios when measured for a product class rather than an 
industry. 


Employment Ratios 


Employment ratios are based on employment in 
plants. All employment ratios are calculated on an 
industry base; 2.e., all the employment of a plant is 
credited to the industry in which the highest proportion 
of the plant’s shipments fall. 

An employment concentration ratio may be similar 
to, or strikingly different from, the value-of-shipments 
ratio for the same industry, depending upon the way in 
which the scale of shipments is associated with the scale 
of employment for the industry as a whole and for the 
largest companies. 

Table 5 compares the 1954 industry value-of-ship- 
ments concentration ratio with the 1954 industry 
employment concentration ratio for canned sea food, 


Table 6: Distribution of 447 Industries in 1954, by Differences 
in Concentration of Value of Shipments and Employment 
Computed on an Industry Base 


a 


Industries 
Differences in Concentration Ratios 
Number Per Cent 
Total, all industriess. 0% wcts-telecivis “deiner 447 100 
Value-of-shipments ratio higher than employ- 
ment ratio by: 
Ten percentage points or more.......... 46 10 
Five to nine percentage points.......... 92 21 
Two to four percentage peints.......... 108 24 
Difference of one percentage point or less. .... 137 31 
Employment ratio higher than value-of-ship- 
ments ratio by: 
Two to four percentage points.......... 50 il 
Five to nine percentage points. ......... 12 3 
Ten percentage points or more.......... g a 


a Less than one half 


Source: “Concentration in American Industry,” op cit., table 33, p. 38. (Table 33 
is not in all respects consistent with table 61, p. 514, on which it is based.) 


cotton broad-woven fabrics and watch cases.! It shows 
that the value-of-shipments ratio may be identical 
with, or higher or lower than, the employment ratio. 

Table 6 shows for the 447 four-digit industries for 
which value-of-shipments and employment concentra- 
tion ratios are available for 1954, the number and 
percentage of industries with higher, similar, and lower 
concentration ratios when measured in terms of value 
of shipments rather than employment. 


Il. Tests of Concentration Ratios 
as Measuring Devices 


Because the concentration ratios in the Senate sub- 
committee report are based on the Census system of 
classification, they relate to competitive markets to 
different degrees. The following questions are, therefore, 
designed to serve as a basis for study of the procedures 
by which the denominators and numerators of different 
ratios are constructed, and the methods by which the 
ratios may be tested to determine their meaning for 
analysis of different industries. 


Industry-based-value-of-shipments Ratios 


The following questions may be used in testing the 
extent to which individual industry concentration ratios 
are appropriate for analysis of the market power or 


competitive position of the largest companies in par- 
ticular markets. 


1. Do particular four-digit industries represent appropriate 
competitive groups, or are narrower, broader, or differently 
combined classifications required? 

a. Does formation of a competitive class of commodities 
require the addition of several four-digit industries to form 
three-digit or two-digit industries? 


* Note that the same companies are not necessarily among the 
first four in a given industry when concentration is measured on a 
value-of-shipments and on an employment base 
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In the food industry, for example, creamery butter, 


natural cheese, concentrated milk, ice cream and ices, 


special dairy products, fluid milk, and fluid milk and 
other products are each four-digit industries. Should 
analysis require concentration ratios for dairy products, 
or for food products, a combination of these industries 
would be called for. 

The published concentration ratios for four-digit in- 


_ dustries cannot, however, be added mechanically to 


produce corresponding ratios for the three-digit or two- 
digit industries of which they are a part. This is so be- 
cause the published tabulations show only the total 
value of shipments of the plants classified in an in- 
dustry, and the percentage of this figure accounted 
for by the four, eight, and twenty largest companies. 

Since individual company data are not given, it is 
possible that different companies may be among the 
first four, eight or twenty in the individual four-digit 
industries that make up a given three-digit or two-digit 
industry group. It is, of course, also possible that com- 
panies falling among the first four, eight or twenty 
largest in individual industries will not fall among the 
four, eight, or twenty largest for a combination of these 
industries. 


b. Does formation of a competitive class of commodities 
require division of a four-digit industry into its component 
five-digit or seven-digit product classes or into narrower 
classifications? That is, to what extent does a given four-digit 
industry include products that are substitutes for each other 
and exclude products that are not substitutes for each other? 

The inclusiveness of different four-digit industries 
varies. Some industry classifications, such as mechan- 
ical measuring instruments, are very broad. Others, 
such as cane sugar refining, are relatively narrow. When 
competitive commodities are classified in different in- 
dustries, a concentration ratio may run high without 
signifying a high degree of market power. 

For example, the 1954 industry concentration ratio 
for window shades was 55%, but the corresponding 
concentration ratio for venetian blinds was 23%. On 
the other hand, when noncompetitive commodities are 
classified together in an industry, a concentration ratio 
may run low, but may conceal higher concentration 
ratios for subclasses of commodities: both the industry 
and product-class concentration ratio for wood pulp 
was only 20% in 1954; but the product-class concentra- 
tion ratio for soda wood pulp was 76% and the equiva- 
lent ratio for special alpha and dissolving wood pulp 
was 98%. 

c. Does formation of a competitive class of commodities 
require recombination of parts of existing four-digit industries 
or the addition of parts of existing industries to total in- 
dustries? 
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For purposes of analysis, it may, for example, be 
necessary to examine the concentration of shipments of 
textile bags, paper shipping sacks, and multiwall bags. 
But textile bags are classified as an independent in- 
dustry, while shipping sacks and multiwall bags are 
part of the paper bag industry which includes grocery 
and variety bags as well as other bags that do not gen- 
erally compete with textile bags. 

If an independently constituted four-digit industry 
thus does not include the items necessary to competitive 
analysis and exclude all others, the industry concentra- 
tion ratio cannot be directly read as the share of the 
competitive market accounted for by the largest com- 
panies in that market. 


2. Is the United States the geographic area within which 
competition is effective? 

Concentration ratios are calculated in terms of ship- 
ments from plants located in the United States. If, 
therefore, the market in a competitive sense is smaller 
or larger than the national market, the true concentra- 
tion ratio may be different from the published figure. It 
therefore becomes appropriate to raise these questions: 


a. Are markets regional or local rather than national? 


_ Jf markets are regional or local, the national con- 
centration figures may be smaller or larger than con- 
centration in more appropriate market areas. 

It is sometimes supposed that concentration would 
necessarily be raised if the geographic area, or base of 
the concentration ratio, were narrowed. This is not 
necessarily so, since it is possible in such a case for the 
numerator of the concentration ratio to be reduced as 
well as the denominator. 


b. Do imports compete significantly with domestic products 
classified in the industry? 

Where this happens, the value of the imports should 
theoretically be included in the numerator and the de- 
nominator of the concentration ratio. If imports are 
not included, the measured share of the largest com- 
panies may be overweighted, accurate or underweighted, 
depending on whether the largest companies sell im- 
ported items in proportions smaller than, equal to, or 
greater than the industry as a whole. 


c. Do exports account for a significant proportion of sales 
of products classified in the industry? 

Theoretically, measures of concentration in domestic 
distribution should exclude exports from both the num- 
erator and denominator of the concentration ratio. 
Since exports are not, in fact, subtracted, the published 
shares of the largest companies are overweighted if 
they export more than the industry average and under- 
weighted if they export less. 
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3a. To what extent is the total value of shipments (the 
denominator of the concentration ratio) representative of 
actual shipments of products classified in the industry? How 
high, for example, are the primary product specialization and 
coverage indexes? 

The primary-product specialization index measures 
the extent to which plants classified in an industry 
specialize in making products primary to the industry. 
The coverage index measures the extent to which ship- 
ments of products primary to an industry are made by 
establishments classified in the industry as distinguished 
from secondary producers elsewhere. 

The closer the two indexes are to 100, the more closely 
will the value of an industry’s shipments, on an in- 
dustry base, approximate the value of the shipments on 
a product-class base.! 


b. To what extent is the value of shipments for the largest 
companies (the numerator of the concentration ratio) repre- 
sentative of their actual shipments of the products classified in 
the industry? Are the primary-product specialization and 
coverage indexes for the top companies similar to, higher or 
lower than for the industry as a whole? 

These indexes for the top companies are not pub- 
lished. But if the product specialization index for the 
largest companies is appreciably lower than for the in- 
dustry as a whole, the numerator of the concentration 
ratio will be relatively overweighted compared with the 
denominator. The concentration ratio will, in turn, be 
relatively overweighted, and the larger companies will 
appear to account for a larger share of an industry’s 
shipments than is in fact the case. If, on the other hand, 
the product specialization index for the largest com- 
panies is appreciably higher than for the industry as a 
whole, the concentration ratio will be relatively under- 
weighted. 

If the coverage index for the largest companies is ap- 
preciably higher than for the industry as a whole, the 
numerator of the concentration ratio will again be rela- 
tively overweighted compared with the denominator. 
The concentration ratio will accordingly be relatively 
overweighted and the larger companies will again ap- 
pear to account for a larger share of an industry’s ship- 
ments than otherwise. But, if the coverage index for the 
largest companies is appreciably lower than for other 
companies in the industry, the concentration ratio will 
be relatively underweighted. 


4. To what extent is the definition of a company uniform 
within an industry and between industries? 

The meaning of a company is not clear cut. A com- 
pany is credited with its own manufacturing establish- 
ments and the manufacturing establishments of the 
subsidiaries and affiliates it acknowledges. If, therefore, 
the policies of different companies differ with respect 


to acknowledgment of subsidiaries and affiliates, the 
“sizes” of different companies may not be comparable 
within an industry or between industries. 


5. To what extent are interplant transfers, or shipments 
between different plants of the same company, important in 
the industry? To what extent is the pattern of interplant 
transfers for the largest companies similar to that for the 
industry? 

The value of shipments for an industry includes not 
only shipments to customers but shipments to other 
plants of the same company; but products consumed in 
the plant in which they are produced are excluded. The 
value of shipments of materials or components that go 
into products manufactured by integrated companies 
is included both in the value of shipments of materials 
and components and in the value of shipments of the 
finished product, if the materials or components move 
from one plant of the company to another, but are ex- 
cluded if they are produced and consumed in the same 
plant. This will, of course, produce double counting for 
both the numerator and the denominator of a con- 
centration ratio wherever a company uses in one plant 
materials or components it has produced in another 
plant and the materials, components and end product 
are classified in the same industry.” 


6. How great is the scatter of prices of manufacturers 
whose products are classified in an industry? 


The use of a concentration ratio assumes that prices 
of different manufacturers are identical or at least sim- 
ilar, since companies charging higher prices are relatively 
overweighted compared with companies charging lower 
prices and companies charging lower prices are relatively 
underweighted compared with companies charging 
higher prices. 


7. How great are differences in the methods of sale of 
manufacturers whose products are classified in an industry? 


The use of concentration ratios to measure market 
shares also contains an implied assumption that methods 
of sale of different manufacturers are, in general, uni- 
form; if this assumption does not hold, concentration 
ratios may contain distortions. 

If, for example, concentration is measured only in 


1 Both indexes were 100 for seven industries in 1954; both indexes 
were .90 and over for 155 industries; and both indexes were .75 and 
over for 353 industries in that year 


_ * Value added by manufacture rather than value of shipments and 
interplant transfers is used for the concentration ratios for 1954 for 
thirteen of the 447 four-digit industries because “the value of ship- 
ments contains a substantial and unmeasurable amount of duplica- 
tion.” (“Concentration in American Industry,” op.cit., p. 313.) These 
industries include meat-packing plants, prepared meats, wine and 
brandy, full-fashioned hosiery mills, wool carpets and Tugs, steel 
works and rolling mills, primary copper, primary lead, refrigeration 
machinery, radios and related products, motor vehicles and parts 
aircraft, and aircraft propellers ; 
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_ widely separated years, and if companies differ in their 


methods of recording transactions, or if there is a long 
interval of time between an order and its shipment, 
companies whose shipments are recorded in the year 
when concentration is measured may be relatively over- 
weighted compared with companies whose transactions 
are recorded in different years. 

Methods of sale may also be different for the largest 
companies and for other companies in an industry and 
this may change the tabulated shares of these com- 
panies from what they would have been if concentration 
were measured in each of a series of years and then 
averaged. 


8. To what extent do the first four, eight, or twenty com- 
panies in an industry constitute a significant group compared 
with, say, the first five, nine, twenty-one, or some other set of 
companies? 

The numbers four and eight have not been selected 
for their analytical value in measuring concentration, 
but have been used to meet the Census confidentiality 
requirements. While it is always possible that in some 
industries there may be an important gap in size be- 
tween the fourth and fifth companies, or between the 
eighth and ninth, or between the twentieth and twenty- 
first, it is more likely that significant changes in size 
will take place after counting off different numbers of 
companies in different industries. 


9. To what extent do the first four, eight, or twenty com- 
panies in an industry differ among themselves in size or in 
other competitive characteristics? 

The same concentration ratio for the first four com- 
panies in an industry may represent widely different 
competitive potentials, depending on differences in size 
and other competitive factors. Take, for example, two 
industries, each with a concentration ratio of 50% and 
with one-hundred companies. There are two different 
competitive situations if, in the first industry, the four 
largest companies account respectively for 42%, 3%, 
3%, and 2% of the value of industry shipments, while 
in the second industry the first four companies account 
respectively for 15%, 15%, 10% and 10% of the value 
of industry shipments. 


10. To what extent do fluctuations in the level of business 
cause overstatement or understatement of particular con- 
centration ratios? 

Measurement of trends in concentration assumes 
generally uniform expansion and contraction rates for 
different companies in an industry and for different in- 


_dustries. If, for example, the shipments of the larger 


companies in an industry expand or contract more 
sharply than the shipments of other companies, their 
share of shipments may be overstated or understated, 
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as compared with their average share over a period of 
years. This is particularly so with respect to small 
changes in concentration—and it may be noted that of 
the 367 industries for which changes in concentration 
between 1947 and 1954 have been measured, seventy- 
two had increases or decreases of one percentage point 
or less while 206 had increases or decreases of four per- 
centage points or less.! 


11. If trends in concentration are under study, are primary 
product specialization and coverage indexes sufficiently alike 
in the years for which the trend will be measured? 

Where the primary product specialization and the 
coverage indexes differ in different years, the total in- 
dustry figure entering into the denominator of the 
concentration ratio will denote different combinations 
of products. The same would, of course, be true for 
the numerator, but the appropriate indexes are not 
published for the numerator. 

In such circumstances apparent changes in con- 
centration may to some extent be shifts in classification 
of plants owing to changes in product mix within plants 
rather than changes in the proportion of the shipments 
of products of given classes actually accounted for by 
the largest companies.” The extent to which such shifts 
in classification may account for changes in industry 
concentration cannot, however, be determined since, 
among other things, figures equivalent to the primary 
product specialization index and the coverage index for 
the industry are not given for the largest companies. 

Where concentration ratios for different years are 
compared, the ratio for each year should be subjected 
to each of the questions enumerated above, and, in so 
far as possible, care should be exercised in determining 
whether the numerators and denominators of the con- 
centration fractions are comparable for the different 
years. Certain additional considerations also apply: 


a. Is the base year a representative one? 

Where the year used as the base for measuring 
changes in concentration is not representative of normal 
relations between the size of shipments of the largest 
companies and the remainder of the industry, changes 
in concentration may be distorted. If, for example, the 
base year was a relatively depressed one, but was rela- 
tively better for the largest companies than for other 
companies, later increases in concentration will be under- 
stated and decreases overstated. Conversely, if the base 

1 “Concentration in American Industry” op. cit., table 19, p. 25 

2 Of the 447 four-digit industries, 144 had increases and 149 had 
decreases in their primary product specialization indexes between 
1947 and 1954; the index remained unchanged for fifty-five industries 
and was unavailable for ninety-nine industries for one or both years. 

Of the same 447 four-digit industries, 123 had increases and 171 
had decreases in their coverage indexes between 1947 and 1954. The 


index remained unchanged for fifty-six industries and was unavailable 
for ninety-seven industries for one or both years 
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year was an unusually prosperous one, but the larger 
companies were relatively less prosperous than the 
smaller companies in the same industry, subsequent in- 
creases in concentration will be overstated and de- 
creases understated. 


b. To what extent are companies in the industry stable in 
their identity and in size, and to what extent has turnover 
changed the composition of the industry? 

Changes in concentration will have one meaning if 
the same companies remain in the various size classes, 
and another meaning if there are high entrance and 
mortality rates for the industry and various size classes. 


Industry-based Employment Ratios 


Employment concentration ratios represent the per- 
centage of total employment in an industry accounted 
for by the four, eight, and twenty largest companies. 
No product-class concentration ratios are available in 
terms of employment figures. 

The industry employment concentration ratios are 
subject to most of the same questions as those raised 
concerning the industry value of shipments ratios. Of 
the questions enumerated above, for example, questions 
1, 2, 3, 4, 8, 9, 10, and 11 are directly applicable to em- 
ployment concentration ratios, while question 5 has an 
indirect application. 

Employment concentration ratios are also subject to 
additional questions if ratios for different industries or 
different years are being compared. Employment ratios 
measure not only concentration but the degree of cap- 
italization, so that a company with a relatively small 
number of employees may be either a small company 
in terms of value of shipments or a large company with 
relatively high productivity per employee. 

If, for example, the percentage of employment ac- 
counted for by the top companies in an industry has 
fallen off, it is advisable to determine whether the 
value-of-shipments concentration ratio has changed in 
the same direction, since it is possible that a decrease 
in concentration in employment can reflect either a 
relative loss of market position by the top companies 
or greater increases in efficiency in these companies than 
in others. Correlatively, if the percentage of employ- 


Table 7: Per Cent of Value-of-shipments Accounted for by 
Four Largest Companies in Upholstered Household Furniture! 


SIC Code Product class % 
2512 | Upholstered household furniture........ 17 
25121 Upholstered wood house furniture... . . 15 
25122 ‘Convertible sofas. janes eins ia 45 
25123 Jackknife sofa beds................. 26 
25124 Studio couches amie ne nee 34 
25125 Chair beds ir0 <ayictnem ex ete 50 
25126 Wood frame for upholstered furniture. 11 


1“Concentration in American Industry,” op. cit., p. 47 


ment accounted for by the top companies in an industry 
has risen, it is advisable to determine whether the in- 
crease reflects a better market position of these com- 
panies or a loss in relative efficiency. 


Product-class-based-value-of-shipments Ratios 


Value-of-shipments concentration ratios on a product- 
class base avoid the primary and secondary product 
problems associated with industry-base concentration 
ratios. Product-class ratios are presented in the Senate 
subcommittee report for both four-digit and five-digit 
product classes. Such product-class data are, however, 
presented in the report only for 1954 so that no analysis 
of trends in concentration on a product-class basis can 
be attempted until after the next Census of Manu- 
factures. 

Since five-digit product classes represent finer classi- 
fications than four-digit product-classes, there might 
be reason to believe that concentration ratios at the 
five-digit level would be higher than at the four-digit 
level. This is, however, not necessarily so, since con- 
centration ratios for a related set of five-digit product 
classes may vary above or below the ratio for the four- 
digit product class of which they are a part. Table 7 
illustrates this fact for upholstered household furniture. 

Product-class value-of-shipments ratios are subject 
to many but not all the questions raised concerning the 
industry value-of-shipments ratios. Excluded are the 
questions concerning primary product specialization 
and coverage indexes since these questions do not apply 
to the product-class ratios. Remaining applicable, how- 
ever are questions 1, 2, 4, 5, 6, 7, 8,9, and 10 as enu- 
merated above. 


v 


The above questions show that only after a concen- 
tration figure is assessed for technical coverage and com- 
petitive meaning is it possible to know how closely it 
comes to measuring the competitive position or market 
share of the largest companies in a particular area. 
While the questions have been designed to provide 
systematic checks on individual ratios, no precise 
weights are attached to the questions nor is the range 
of satisfactory answers indicated. This is so because the 
weight of individual questions and the range of accept- 
able answers will vary with the use to which the in- 
formation is put. 


Ill, Meaning of Concentration Ratios 
in an Economic Sense 


Concentration ratios are designed to measure only 
one facet of industry structure; e.g., the share of ship- 
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ments or employment in particular economic areas ac- 
counted for by some specified small number of the 
largest companies operating in these areas. 

All of this means that concentration ratios cannot be 
studied in a vacuum. Indeed, the analyst must obtain 
other information concerning the make-up of an indus- 
try or product class—the number of companies, the 
rank-standing of large companies and smaller com- 
panies, growth potential, substitute products, geo- 
graphic sales areas, kinds and sizes of buyers, methods 
of distribution, prices, sources of materials, research, 
investment, etc. Otherwise it is not normally possible 
to know how significant a concentration ratio is as an 
index of industry structure. 


Use of Ratios for Industry Analysis 


Concentration ratios are intended as a tool for analy- 
sis of competition. Regardless, therefore, of the degree 
of refinement required, the value of a ratio depends on 
the ways in which it can be used to predict changing 
incentives and opportunities for competition. Neither 
the causes nor the effects of a given concentration ratio 
are, however, implicit in the bare structural facts. 
Other factors to be taken into account in judging the 
meaning of concentration ratios might, for example, in- 
clude entry rates for the industry, growth potential for 
individual companies, exit rates, changes in over-all 

ize of the industry, and changes in the composition of 
the industry. 


As Measures of Change in Market Power 


Information on changes in concentration is, at this 
time, available only on an industry basis. Trend data 
are most valuable, therefore, where (1) the product 
specialization and coverage indexes are high for the in- 
dustry as a whole and these indexes for the largest 
companies are not substantially different from those 
for the industry; (2) the products included within an 
industry are reasonable substitutes for each other and 
products excluded from the industry are not reasonable 
substitutes for them; and (3) these two conditions are 
relatively constant for the years between which trends 
are being measured. 

If we assume, contrary to fact, that all concentration 
ratios are technically of equal reliability, the dis- 
tribution of trends for different industries can be sum- 
marized as in table 8 which is based on the Senate sub- 
committee report.’ 


For Antitrust Enforcement 


Different parts of the antitrust law are addressed to 
different forms of business activity and to different 
effects of such activities. None is addressed in so many 
words to “concentration.” 
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Table 8: Distribution of 367 Four-digit Industries by Degree 
of Change from 1947 to 1954 in Concentration of Value-of- 
shipments, Computed on an Industry Base 


RS IEE I, 


Industries 


Change in Ratio 
Number Per Cent 
"Rotel Geo ac ca tccdtas otra atais bs ates 447 100 
Increases 
Ten percentage points or more.......... QT 6 
Five to nine percentage points.......... 54 12 
Two to four percentage points.......... 71 16 
Increase of one to decrease of one percentage 
POMEL ek ee Wah sachs eetadsre kamen gees 72 16 
Decreases 
Two to four percentage points.......... 63 14 
Five to nine percentage points.......... 50 11 
Ten percentage points or more.......... 30 u 
Change not ‘availabletcn.. 20s. can eh ener 80 18 


_ 1 Change information is not available because industry definitions are not substan- 
tially comparable for 1954 and 1947 or data on value-of-shipments are not published 


_ Source: “Concentration in American Industry,” op. cit., table 19, p. 25 (Table 19 
is not in all respects consistent with table 45, p. 266, on which it is based.) 


The extent to which particular ratios, or a series of 
ratios, can be used in connection with other information 
as an antitrust enforcement tool will, therefore, vary 
with (1) the section of the law concerned; (2) the fit of 
ratios to relevant competitive markets; and (3) the 
significance of ratios in the light of other facts con- 
cerning the operations of an industry. 

In so far as they are relevant to particular issues of 
law, concentration ratios could in theory be used in 
connection with antitrust enforcement activity in three 
separate ways; i.e., for determining fields for investiga- 
tion; for selecting what formal cases will be brought; 
and as evidence in such cases. Each of these may be 
considered in turn. 

1. For determining fields for investigation. Investigation 
for possible violation of the antitrust laws, like any 
other form of organized activity, must proceed ac- 
cording to methods believed to be effective. If, there- 
fore, a high concentration ratio were a reliable rule 
of thumb for allocating investigatory dollars, ratios 
could be used not only by the enforcement agencies but 
by private legal counsel in assessing fields in which in- 
vestigation might occur. The difficulties of using these 
ratios, however, and particularly the dangers of using 
them on an across-the-board basis, without testing the 
meaning of particular figures, have been indicated 
earlier in this paper. 

2. For selecting what formal cases will be brought. Once 
investigation has started, a decision by the Depart- 
ment of Justice or the Federal Trade Commission 


1], Rottenberg has compiled a set of weighted averages of in- 
creases and decreases in concentration by two-digit major industry 
groupings for 375 four-digit industries using 1947 and 1954 employ- 
ment weights. He found that on this basis changes in concentration 
between 1947 and 1954 were even smaller than when computed on an 
unweighted basis, as in the Senate subcommittee report. (I. Rotten- 
berg, “New Statistics on Companies and on Concentration in Manu- 
facturing from the 1954 Census,” op. cit., p. 20) 
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to make formal charges depends on whether the 
agency has in hand facts that lead it to believe that the 
law has been violated. Whether a published concen- 
tration ratio is a part of these facts will depend on its 
relevance to the issues. Indeed, too great reliance on 
the part of enforcement agencies on these ratios and too 
little reliance on other competitive indicators could re- 
sult in a failure to bring cases where competition may 
in fact be threatened even though the concentration 
ratio is not high. It could cause the expenditure of en- 
forcement dollars on cases where proof with respect to 
other economic indicators would show lack of present 
or potential injury to competition. Or it could generate 
cases for which appropriate legal remedies cannot be 
devised. 

The first type of problem might, for example, occur 
where a concentration ratio was not high because the 
Census product or geographic classification was broader 
than actual competitive markets. The second and third 
problems could arise where, according to competitive 
indicators other than a concentration ratio, competition 
was vigorous but the total available field was so small 
or the required initial investment so large that a great 
number of companies could not be expected to operate 
in the field. 

3. As evidence in formal cases. A concentration ratio 
may figure as part of the evidence in an antitrust 
case where it is for a relevant year, covers relevant 
competitive markets, and indicates a degree of concen- 
tration relevant to the determination to be made. 

But cases concerning combinations and conspiracies 
in restraint of trade (Sherman 1) may well cover less 
than four companies or more than twenty. Cases on 
monopolization and attempts to monopolize (Sherman 
2) normally cover only one company unless combination 
to monopolize is at issue, when any number of com- 
panies may be defendants. Cases on price discrimination 
(Clayton 2) usually cover only an individual company 
that grants discriminatory price concessions, and in 
some cases those who receive concessions. Exclusive 
dealing contract cases (Clayton 3) normally involve ar- 
rangements between a single seller and its distributors 
or dealers. And merger cases (Clayton 7) concern an 
acquiring company, and in some cases, a seller, only. 
None of these laws is concerned with the first four, eight 
or twenty companies in an industry or product class, as 
such. It is, however, true that where concentration in- 
formation is available and relevant it may be used as 
part of the background facts in a case. 

Indeed, in the du Pont (General Motors) decision, 
the only recent United States Supreme Court decision 
in a merger act case, the court found a thirty-year-old 
stock acquisition in violation of law—without using 


concentration data to support its conclusion. Further- 
more, whereas, the percentage of United States business 
in automotive finishes and fabrics represented by Gen- 
eral Motors’ purchases from du Pont was relevant to 
the Court’s determination of the case, this was a one- 
company, not a four-company, ratio and the market was 
defined far more narrowly than any of the four-digit 
industries or four-digit or five-digit product classes that 
form the denominators of the published concentration 
ratios.! 

By contrast, the du Pont (cellophane) decision, the 
most recent full-scale United States Supreme Court 
ruling in a monopoly case, involves the share of the 
market for flexible wrap accounted for by du Pont 
cellophane production—and this was a one-company, 
not a four-company, ratio in terms of a market defined 
far more broadly than any of the published concentra- 
tion ratios.” 

The fact that published concentration ratios may be 
irrelevant to antitrust cases can perhaps further be il- 
lustrated by two examples: one where the concentration 
ratio is low but where violation of section 7 of the Clay- 
ton act was found; and one where the concentration 
ratio is high but no violation of the Sherman act was 
found. 

In the Farm Journal case, for example, the major 
market that the Federal Trade Commission found to 
have been affected by Farm Journal’s acquisition of 
The Country Gentleman was the market for advertising 
in agricultural publications.* No concentration figure 
is available in the Senate subcommittee report for this 
market, as defined. The Federal Trade Commission 
found, from other sources, however, that the two pub- 
lications, Farm Journal and The Country Gentleman 
accounted for 33.3% of advertising in farm publications 
having significant advertising. The published con- 
centration ratios for the first four companies in the 
closest Census four-digit industry (periodicals) was 
only 27%, while the published concentration ratio for 
the closest Census product class, receipts from periodical 
advertising, was only 35% in 1954. 

By contrast, a recent decision by the Second Circuit 
Court concerning Alcoa shows that a concentration 
ratio as high as 100% is not in itself grounds for con- 
tinuing court surveillance of an individual company. 
The Court’s decision stems out of earlier rulings by 
Judge Learned Hand in 1945‘ and by Judge Knox in 


1U.5S. vs. E. I. du Pont de Nemours and Company, et al., U. S. 

Supreme Court, June 3, 1957. For further discussion of this case see 

Antitrust Polarity: The Two du Pont Decisions,” The Conference 
Board Business Record, July, 1957, p. 325 


? U.S. vs. E. I. du Pont de Nemours and Company, U. S. Supreme 
Court, June 11, 1956 


*In the matter of Farm Journal, Inc. (Dkt. 6388), 1956 
‘U.S. 0s, Aluminum Company of America (1945) 148 F. 2nd 416 
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1951.1 In the 1945 decision, Alcoa was found to have 
had a monopoly in aluminum ingot in violation of 
section 2 of the Sherman act during the Thirties, but 
the Court refused to require divestiture of Alcoa’s 
properties, as requested by the Department of Justice, 
on the ground that it would be necessary to wait until 
after the government had disposed of its huge World 
War Ii aluminum manufacturing facilities in order to 
determine whether Alcoa would still retain a monopoly. 
When this question came before the Court again, Judge 
Knox granted the government’s request for divestiture 
only to the extent of requiring that certain stockholders 
of Alcoa divest themselves of either their Alcoa or 
Aluminium Limited stock. Judge Knox ruled that new 
competition from Kaiser and Reynolds aluminum 
facilities meant that Alcoa no longer had a monopoly. 
Nevertheless, Judge Knox ruled that the Court would 
retain jurisdiction for five years to determine whether 
the new competition would remain effective. At the 
close of the five-year period, the Department of Justice 
came before the Court and requested continuing sur- 
veillance for another five years in order to determine 
whether Alcoa’s competitors had achieved sufficient 
strength to assure that Alcoa would not revert to its 
former “monopoly” position. The Court refused to con- 


1U. S. vs. Aluminum Company of America (1951) 91 F. Supp. 333 
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tinue such surveillance, pointing out that the market 
shares of other aluminum companies had been increas- 
ing, that their net worth and earnings were increasing, 
and that there was no reason to keep Alcoa under court 
reconnaissance.! All this, despite the fact that concen- 
tration in the aluminum industry is listed in the Senate 
subcommittee report as 100%. 


v 


In summary, therefore, whereas relevant concentra- 
tion ratios may be used by the antitrust enforcement 
agencies in determining areas for investigation or as 
part of the evidence in a case, relevance can be deter- 
mined only through study of other facts. Ratios may, 
therefore, be of aid to, but do not represent a substitute 
for, industry analysis in appraisal of the antitrust status 
of particular forms of company behavior.” 

Betty Bock 
Division of Economic Studies 


1 U.S. vs. Aluminum Company of America, D.C.S.D. N. Y., 6-28-57 

2 Jesse J. Friedman, who acted as economic consultant to the Senate 
Antitrust Subcommittee during the period when the report on “Con- 
centration in American Industry” was being prepared, has pointed out 
that the report “must be regarded as an aid to, and not a substitute 
for, professional analysis of the problems of concentration.” (Jesse J. 
Friedman, “The Senate Antitrust Subcommittee Report on Concen- 
tration—What It Is and What It Is Not,” in “Economic Concentra- 
tion Measures: Uses and Abuses,” Studies un Business Economics, 
No. 57, 1957, Tam ConFERENCE Boab, p. 18) 


Business Forecasts 


Steel 


William Butler, II, assistant to the director of market and 
commercial development of Lukens Steel Company (as re- 
ported in the American Metal Market, October 11)—‘“‘Ameri- 
can steelmaking capacity will increase 10% in the next two 
years, it was said today by William Butler. . . . “By 1959, 
our estimate is that the industry will have raised its annual 
capacity from the present 133.5 million tons to more than 146 
million tons. .. . 

“ “We are sure that long-term customer requirements fully 
justify this expansion,’ Mr. Butler said. . . . ‘If the steel in- 
dustry had not expanded by nearly 20% in the past seven 
years, we would have had to operate at the impossible rate of 
120% of current capacity to supply the estimated 116 to 118 
million tons needed this year... .’” 


Steel (October 14)—“Fabricated structural steel bookings 
and shipments in 1958 will be as good or possibly a little better 
than this year’s. 

“Substantial increases in highways and bridges and in public 
buildings will more than offset anticipated declines in indus- 
trial, utility, and commercial construction. .. . 

“Steel fabricators will ship more this year than ever before. 


- With schedules virtually complete, members say 3.8 million 


tons of material will move to jobs this year—a 19% increase 
over 1956 shipments. Fabricators expect 1958 shipments will 
equal those for 1957. 
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“Tn forecasting construction for the next five years, 85% of 
the fabricators believe that highway bridge building will ac- 
count for the major portion of steel construction. Tt will re- 
place industrial, including utility work, as the leader. Con- 
struction of manufacturing plants will rank second; school 
construction will rank third. 

“While backlogs of most fabricators have been declining 
during the last six months, there is little pessimism in the in- 
dustry. Many say shorter backlogs will enable them to step 
up deliveries and compete better with other materials. 

“For the first time in several years, few complaints about 
shortages of plain structural shapes and plates are heard from 
fabricators. Mill capacity for those products has been in- 
creased substantially. Production of shapes to date this year 
is 37% above the year-ago mark. Plate output is up 38%. 

“A few instances of price cutting are reported in the in- 
dustry, a traditional symptom of easing backlogs.” 


Construction 

Steel (October 14)—“Optimists think dollar volume of new 
construction could hit the magic $50-billion mark in 1958, but 
a Steel survey of contractors, suppliers, association executives, 
and government officials puts the figure at close to $49 
billion. . 

“Tf next year’s economy is a solid expression of confidence, 
we should have all three factors in operation by 1959. The out- 

(Continued on page 532) 


CREATIVE PRICING—POLICY OR ACCIDENT? 


By Fred C. Foy 
President, Koppers Company 


pricing—does it just happen, or does it require a 
carefully planned policy approach? 

Perhaps no area of industry’s operations is so little 
understood and so often misrepresented by the critics of 
private enterprise as its pricing policies and practices. 

This misunderstanding is reflected in Senator Estes 
Kefauver’s attempt to indict industry for throttling 
competition and contributing to inflation through “ad- 
ministered prices.” The Senator’s approach gave the 
term the connotation of something conspiratorial, as 
though it proceeded from concerted industry action. 

The harm in an attack of this kind comes not only be- 
cause the Senator approached the investigation, as one 
newspaper said, with apparently ready-made conclus- 
ions. Nor even because he introduced an antiquated, un- 
workable concept of industrial competition as a yard- 
stick for the inquisition. The real harm comes from the 
careless use of a double standard of morality. 


INCONSISTENCIES IGNORED 


Many of our antibusiness politicians do not see in- 
consistencies in a view which expects one group—in- 
dustry —to operate in a jungle of price anarchy, dog-eat- 
dog battle of price competition, while other special 
groups are protected by subsidies and other benevolent 
government regulations. Under this standard of double 
morality, planning and order are good for the socialized 
phases of life, but “just plain bad” for industry. 

Under this concept apparently interest rates must be 
held down for the government and for the “‘deserving”’; 
farmers must be subsidized against the effects of normal 
competition; and unions are encouraged to set the price 
of labor on an industry-wide, monopolistic take-it-or- 
leave-it basis. 

But industry must float willy-nilly on the tides of 
supply and demand, obediently following the dictates 


[os SUBJECT of my talk here today is creative 


An address delivered at the dinner session on the 
second day of the Fifth Marketing Conference (and 
378th Meeting of The Conference Board), held at 
the Waldorf-Astoria in New York on September 
18, 19 and 20, 1957. 
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of a so-called “free market.” Any indication that any 
price is based on business judgment rather than the un- 
restricted play of “the market” is viewed with alarm 
and treated with suspicion. It is agreed that business- 
men must manage their business; but when it comes to 
setting price the only legitimate influencing factor ap- 
parently is this “free market.” Ladies and Gentlemen, 
you and I know—and Senator Kefauver should know— 
that no industry, no economy, and no nation could 
long survive on such an irrational basis. 


HIGH JUDGMENT REQUIRED 


The formulation of price policies by industrial man- 
agement is a function requiring the highest judgment 
and responsibility based on the consideration of a vast 
number of factors. Of course, the principles of supply 
and demand and the operations of a competitive market 
play key roles in that judgment, but they must be bal- 
anced with other considerations of importance. Such 
price policy judgments must always face the test of 
competition and, beyond that, of ultimate user satisfac- 
tion. Hence, they are in the nature of venture decisions 
or targets, and must be intelligently taken if they are to 
be successful. 

If this area of venture decisions—involving real risk 
and no little courage—is “‘administered pricing”’ in the 


eyes of Senator Kefauver, then I’m all for it. But since } 


the term “‘administered pricing” is too suggestive of the 
price-fixing and competition-limiting aims of the old 
NRA and other New Deal creations, I prefer such 
alternative terms as policy pricing . . . or, better yet, 
creative pricing. 


MORE CREATIVE PRICING NEEDED 


As a matter of fact, I believe that more creative price 
practices which reflect a progress-serving policy ap- 
proach—rather than price accidents—are what industry 
and the nation need today. According to Dr. Joel Dean, 
economist and management consultant of New York, 
“a philosophy of pricing that is embodied in clear-cut 
pricing policies is well-nigh indispensable today.”! Dr. 
Dean further states: 


« 


re se Moreover, there is much to be said for the thesis 
that it 1s ignorance rather than greed that is wrong with 
price policies in American industry today and that the ap- 


1 “Pricing Policies”, by Joel Dean, chapter 16, page 600 
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plication of economic analysis to more scientific pricing will 
have a greater influence upon the well-being of our economy 
than will the use of economics as a pulpit for moral preach- 
ment. . . . Despite the important effect that determination 
of proper selling prices may have upon a company’s success, 
a policy approach to pricing is comparatively rare. . . .” 


There are differences of opinion as to the trend in 
recent years in the use of policy pricing, but the critics 
of industry insist that there has been a major increase 
in the use of “administered prices.’”’ There can be no 
difference of opinion, however, that these same years 
have shown a reduced rate of profit for industry. From 
this literal view, therefore, the increase, if any, in indus- 
try’s use of “administered pricing’ can hardly be 
claimed to have been injurious to consumers. 


AFTER-TAX PROFITS DROP 


Last year, for example, gross national product was 
45% above 1950 and personal income was up 39%. How 
did corporate profits stack up against these gains? Well, 
they just didn’t. Pretax profits were up only 5.9% or 
$2.3 billion over the $39.9 billion of 1950. But the after- 
tax profits actually dropped and were $600 million shy 
of matching the $22.1 billion earned in 1950. 

As a matter of fact, corporate profits have declined 
from 9% of national income to 6% during the past six 
years. Average after-tax profits of all manufacturing in- 
dustry for the five years 1952-1956 amounted to 4.8% 
of sales and 9.3% return on total investment. This was 
down from an average of 6.1% return on sales and a 
12.1% return on total investment for the preceding five 
years 1947-1951. P 

T doubt that any policy decisions in industry are made 
as thoughtfully as decisions to raise prices because of 
more rapidly climbing costs and declining return on in- 
vestment. In such policy pricing decisions, management 
often wagers that it can offset much of the wage and 
material cost increases through further improvements in 
efficiency. The fact that industry’s earnings in relation 
to investment have declined during the past five years 
suggests that management was frequently too opti- 
mistic in accepting this challenge. 

For that matter, economists have noted that the size 
and speed of price advances have been most striking in 
fields where prices are supposed to be set by the response 
of a so-called free market to the law of supply and de- 
mand. Where industry employs creative pricing, there 
are additional benefits from the avoidance of excessive 
price premiums during periods of heavy demand or 
tight supply. 

SITUATION AFTER WORLD WAR II 


This was readily apparent right after the Second 
World War when certain food and agricultural prod- 


‘ ucts! virtually doubled in price within two years, while 


automobiles, for example, sold under such restrained 
price schedules that buyers were offering premiums and 
buying “used new” cars to get earlier delivery. 
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I am not so brave as to attempt to classify industries 
as to the degree to which they operate under adminis- 
tered or creative pricing or the reverse, but a comparison 
of price trends since 1945 of some widely varied lines is 
revealing. ... 

The post World War II bituminous coal industry 
provides an illustration of the gains from long-range 
planning coupled with a creative price policy, as com- 
pared with the tragic consequences of price accidents in 
an earlier era. 

In the 1930’s this industry operated in the classical 
free-market pattern of dog-eat-dog price competition, 
with the result that many companies became insolvent, 
and more important the industry lacked funds to 
finance new equipment and advancing technology. Since 
World War II, the industry, under the leadership of 
career companies, has combined creative pricing with an 
epic advance in technology. 


PRICE-CUT MATCHING RESISTED 


Bituminous coal demand was mostly in decline dur- 
ing the years 1948-1954, and there was considerable 
pressure on coal prices as a result of dwindling consump- 
tion. But this time, the career companies resisted the 
tendency to match the price-cutters, and instead con- 
centrated on improving productivity through new 
equipment and methods. 

What happened? Heavy wage increases and rising 
material costs increased costs of production by more 
than $1.50 per ton between 1948 and 1956. Yet during 
this same period improved productivity through new 
equipment and methods made it possible to sell coal at 
the mine in 1956 at prices which gave customers energy 
at the same unit cost as in 1948. Even today, prices at 
the mine are only slightly higher, and in addition the 
career bituminous coal companies are approaching the 
healthiest financial condition they have experienced in 
many years. 


CONCEPT NOT NEW 


This example from the recent history of one industry 
shows how everybody benefits from creative pricing. As 
a matter of interest, the concept that everyone must 
benefit from administered prices is not new as may be 
noted in this quotation from “Price Making in a 
Democracy,”’ by Edwin G. Nourse, former chairman of 
the President’s Council of Economic Advisers, pub- 
lished by The Brookings Institution in 1944: 


“The competition on which automatic pricing relied was 
of a spontaneous, adaptive, and generally short-focus type 
. . . but the competition of . . . organized and directed 
business enterprise characterized by administered prices 


1 Bureau of Labor Statistics wholesale price indexes: meats, poultry 
and fish: 108.1 in February 1946, 198.1 in August 1946, 244.8 in Sep- 
tember 1947; grains: 187.0 in April 1946, 181.4 in July 1946, 252.7 in 
December 1947; leather: 104.0 in May 1946, 185.0 in December 1946; 
lumber: 158.5 in January 1946, 227.2 in December 1946, 303 in Dec- 
ember 1947. BLS annual average retail prices: beef and veal: 118.4 
in 1945, 150.5 in 1946, 213.6 in 1947, 258.5 in 1948 
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calls for quite different qualities—those of reasoned and 
intricately purposive action. Such a system aspires to move 
beyond the law of the economic jungle and seeks to find 
ways of . . . progressively improving techniques so as to 
enlarge our sustained flow of material well-being. 

“Orderly effort of this sort can be achieved in a society 
of free men only if price relations provide suitable incentive 
and reward for suppliers of both productive property and 
productive labor. . . .” 


Which brings us to an examination of the functions 
of industrial pricing in our dynamic and interrelated 
economy. It is no longer sufficient to make the simple 
statement that the functions of pricing are to (1) market 
the goods; (2) recover the costs; and (3) generate, if 
possible, a “reasonable” return on investment. 


STIMULATION OF IMPROVEMENT 


This statement neither conveys the complex relation- 
ship between prices and the many other elements em- 
ployed in competitive strategy, nor does it reflect the 
dynamic “must” of modern pricing policy—that it 
serve the aims of long-term progress and growth. 
Economist Nourse expressed it this way: 


“The problem of prices and income shares is not one 
simply of dividing up a predetermined flow of wealth but of 
so organizing the whole scheme of pecuniary relations as to 
stimulate technological and organizational improvement 
and enlarge the total flow of economic production. Inasmuch 
as every income group is by nature a pressure group, each 
tries to divert the lion’s share of the gains of progress to it- 
self. But those who formulate and administer business 
policies have a responsibility to promote the kind of dis- 
tribution which assures further progress.” 


If I may paraphrase Dr. Nourse, the price is right 
when it is right for all links in the industrial chain, 
when it satisfies the legitimate claims of the consumer. 
the worker and the investor, and when it provides, in 
addition, the seed corn of progress or growth. The inter- 
ests of all claimants, and particularly the need for stimu- 
lating future progress, are considered and embraced in 
creative pricing. 

Let’s take a closer look, then, at the basic functions of 
pricing in the light of modern competitive needs. 


PRICE ALONE INADEQUATE 


){ First, price is a vehicle to get the product on the 

/ market No one can deny this. But to assume—as some 

* of our lawmakers apparently do—that price is the sole 
criterion of competitive vigor and the only stimulant to 
demand is unrealistic and dangerous economics. I ven- 
ture to say that if American industry had tried to de- 
velop its markets on price alone, we would still be riding 
Model-T cars, burning carbon arc lamps, and listening 
to Bing Crosby on an earphone set. It is perfectly pos- 
sible, I believe, to price yourself out of the market, out 
of growth, and out of business by using price as the only 
weapon of competition—regardless of whether you 
raise or lower the price. 


As businessmen, however, we know that price is just 
one vital cog in the marketing machine. It has to be 
meshed with many other vital cogs in the process of 
moving product. On the use side, the right price has to 
consider such factors as the real value to buyers, as 
expressed in design and product improvement, in ease of 
application, in more useful packaging, in more effective 
distribution and availability. On the competitive side, 
the right price has to consider the market position of a 
class of products, and the relationship of a given com- 
pany to all competitors in the field. It must give weight 
to competition, not only from within its own industry, 
but the possibility of pressures from other industries 
offering alternatives or substitutes. 

Even beyond that, in our economy of today where 
people have considerable amounts of disposable income, 
there is the tremendous competition between “things” — 
the relative desirability of a new TV set or a vacation 
trip; of a new car or the down payment on a house; in 
industry, a new piece of material handling equipment or 
a process improvement. 


UPGRADING IN QUALITY, DESIGN 


It seems plain from this that there is more to com- 
petition than just price. It has been said that anyone 
can cut price, but it takes imagination, skill and courage 
to compete in other areas of value. American industry 
demonstrates this convincingly in the upgrading of 
quality, design, use convenience, packaging, and in pro- 
viding many added services. All these are values and 
competitive factors, and most are more important than 
price. Compare, for example, tHe frozen foods and acces- 
sibility of the modern supermarket with the bulk foods 
of the cracker-barrel store. Color film costs more than 

lack and white, but both will take a picture. 

The second basic function of pricing is to recover the 
costs of production and distribution. This, too, is axio- 
matic, but not quite so simple as it sounds. For, to have 
meaning today, the function of recovering “‘costs’’ must 
be deepened to include a number of invisible costs. I 
mean such costs as the deficiency in depreciation re- 
covery resulting from the erosion of the dollar; the 
necessary provisions for erosion in technology, where a 
new process may make a plant obsolete long before it is 


| worn out; and the recovery of research and development 
| expenditures, including those which did not pan out. 


Clearly, if pricing does not give full weight to the re- 
covery of all of these costs, the battle for future growth 
will be uphill all the way. 

To illustrate the dangers inherent in inadequate de- 
preciation, we have calculated for the chemical industry 
the amount of inflation in equipment investment not 
recoverable by depreciation charges. Plant and equip- 
ment expenditures by the chemical and allied products 
industry over the past fifteen years totaled $12.9 billion. 
To replace that investment today would cost at least 
$17.2 billion, an increase of 33%. If we assume that the 
eventual replacement of these facilities can be accom- 
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plished with no further advance in cost, an obviously 
unrealistic and ridiculously overconservative assump- 
tion, our depreciation recovery will still be shy $4.3 
billion of providing funds for replacement. If we divide 
this missing $4.3 billion by an estimated fifteen-year life 
of the equipment, we come up with an annual deficiency 
in depreciation reserves of $283 million. 


DEPRECIATION A TAX COST 


As all of you must know, the problem of deficiency in 
depreciation recovery is even worse than this. Since the 
needed $283 million is not recognized as a cost under 
United States income tax laws, it is actually counted as 
profit and taxed at the prevailing 52% rate. So the 
chemical and allied products industry must first produce 
about $590 million of profits on which it will have to pay 
nearly $307 million federal income tax before it will have 
left the $283 million it would need over its regular de- 
preciation allowance to replace its plants as they wear 
out if there is absolutely no further construction cost 
inflation from this day forward. 

A fair depreciation law would allow business to keep 
as a cost of doing business enough money free of taxes 
to rebuild its plants and equipment as they wear out. 
Some countries have recognized this need and taken 
steps to meet it. 

If I have seemed to overemphasize this problem, I 
have taken the risk to illustrate the great complexity in 
figuring costs as the basis for pricing, not only for the 
chemical industry, but for all industry. And I repeat 
that the recovery of such costs must be responsibly 
faced in the formulation of any pricing policy if future 
growth is to be planned on a sound basis. 

The third basic function of pricing is to provide a 
“Seasonable” rate of return on investment, and once 
again there are extra dimensions to the concept. What 
is a “reasonable” rate of return for one product line or 
company or industry may be inadequate for another. 
Specific goals for a company will depend on its state of 
development, growth potential, capital needs, rate of 
obsolescence, the special economic climate in which it 
operates, and upon other factors. In general, however, a 
reasonable rate of return should be sufficient to main- 
tain an enterprise in vigorous health—able to anticipate 
changing demands and to build for growth, and to pay 
dividends that will constitute attractive earnings or 
rental on the investment of the equity owners. 


CHEMICAL INDUSTRY EXPERIENCE 


The experience of the chemical industry is a good case 
in point here. Two years ago, even a year ago, chemical 
stocks were the fair-haired issues of the stock market. 
Investors were paying high prices to become owners of 
such stocks. But how about now? 

_ . 1 See what investors are now paying for a group of 

1 Mr. Foy here referred to a chart on display that showed declines 


in chemical stocks from “1947-1957 bull-market highs” ranging from 
about 9% to close to 70% 
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chemical company stocks compared to their high points 
and compared to Standard & Poor’s index of 425 indus- 
trial stocks. 

What caused this decline in public favor? Did pricing 
policy and its impact on current and anticipated rate of 
return on investment in these companies have some- 
thing to do with it? 

It is hard to say yes categorically. During the period 
of the drop, prices of many chemicals and plastics did 
drop noticeably. Values of chemical stocks dropped 
more than those of companies where prices remained 
more stable. 

Business Week, on April 20, quoted the “chemical 
man” of a prominent investment counseling firm as fol- 
lows: “The present unsatisfactory cost-price relation- 
ship within the chemical industry is not merely of a 
temporary nature . . . I would be very hesitant about 
making new commitments in this group at present 
levels.” 

Since he said that, the levels dropped even lower; and, 
so, incidentally, have some of the prices. 

If this decline in favor with investors continues, we in 
the chemical industry will have a tougher job of raising 
outside capital for our growth needs, and it will cost us 
more money. But quite apart from our own troubles, 
this is a problem that faces all industry in the formula- 
tion of price policies that will yield a “reasonable” 
return on investment. 


ELECTRICAL INDUSTRY EXPERIENCE 


In the electrical manufacturing industry, for example 
—Ralph J. Cordiner, president of General Electric, has 
spoken his mind on this important subject. Taking a 
good look at the opportunities and challenges facing his 
industry, Mr. Cordiner said last November that the 
electrical manufacturing industry has not been earning 
enough to finance the kind of progress open to it and 
expected of it. He cited the growth potential in the 
electrical field and concluded that “such a growth indus- 
try places a serious responsibility on those who wish to 
share in its growth—the responsibility to risk significant 
investments in research, development, modernization, 
expansion, and development of manpower and markets. 
Current levels of prices and earnings in the electrical 
manufacturing industry will not support required ex- 
penditures for these purposes in the years ahead.” 

Extended to all industry, that is an eloquent plea for 
pricing policies which give full consideration to the long- 
term needs of progress and growth. 


SUPPORT OTHER VITAL NEEDS 


To sum up on the functions of modern creative pricing, 
then, we can conclude that while price will always be a 


|} stimulant to consumption and must remain obedient to 


the laws of supply and demand, it must also do so at 
levels that support other vital needs in a company’s 
|| planning or an industry’s development. And the chief of 


} these needs is the stimulus of progress and growth. 
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If this can be accepted as a foundation, let us look at 
some of the essential characteristics of a creative pricing 
policy—a policy whose execution requires the utmost 
support and the special knowledge and skills of market- 
ing people. 

All I have said before should make clear. my convic- 
tion that sound pricing is the result of company policy, 
not accidents. And pricing policy must have plan and 
method to it—not be based on hunches, emotions, or 
misinformation. Resort to subterfuges or gimmicks will 
ultimately have the effect of destroying a company’s 
otherwise sound pricing policy. Obvious ways by which 
a creative pricing policy can be destroyed are such some- 
times hidden price concessions as special freight al- 
lowances, unreasonably long credit terms, unrealistic 
quantity discounts, or under-the-table rebates. Price 
practices which make exceptions of a company’s normal 
published price policy mean a retreat from price policy 
to price accidents. And like most accidents, these can be 
costly, painful, and unproductive. 


WEIGHT TO USE VALUE 

A sound pricing policy should give weight to the real 
use value of a company’s products, either in the end use 
or as intermediate materials. The prices should reflect 
qualities that give the user greater convenience, service, 
reliability, and the like; they should thus embrace a 
dynamic, comprehensive concept of competition and 
not merely a sterile, antiquated “‘price only” competition. 

Sound pricing policy recognizes the twin obligations 
of a company as both seller and buyer. Accordingly, its 
purchasing practices—while always striving for fun- 
damental cost reduction—should not overstress price 
conclusions at the cost of forcing a retreat from creative 
pricing, for in the end this can jeopardize its own selling 
price policies. In short, there should be—there must be 
—integrity and consistency at both ends of the enterprise. 

Sound pricing policy recognizes, too, that no company 
is an island and none can establish an exclusive domain 
in price cutting. Every industry contains too many com- 
panies with heavy investments to permit opportunistic 
price cutting to go unmatched with counteraction. 
Please do not mistake me—I am all for price reductions 
on any product where they are part of consistent policy, 
flow from fundamental improvements in production, 
and serve to increase volume at a fair and reasonable 
profit level. The harm comes when price cuts are in- 
stituted for opportunistic, short-range gains, which may 
lead to a financial weakening of the whole industry as 
well as of the company which originated the downward 
spiral. 

DEPENDABILITY IN PRICE POLICY 


A consistent price policy will stand you in good stead 
in the market place. Dependability in the price field is 
just as important to the buyer—whether on the home or 
industrial front—as is dependability of product. In fact, 
no buyer can afford the uneasy feeling that perhaps his 
competitor is buying cheaper than he is, and no sales- 


man or sales manager should ever fail to sell the positive 
values of a consistent fair-to-all price policy. 

A consistent price policy will enable you to plan 
creatively for the future—to plan for physical expan- 
sion, for new-product development, for increased re- 
search, for more efficient production, for more useful 
products, and for better earnings performance—for all 
of these things that will strengthen you in the competi- 
tive battle. 

Finally, a consistent creative price policy—firmly 
rooted in long-term growth—will better serve the public. 
Such sound and broad creative pricing policies will en- 
sure that buyers will not pay too much in times of 
scarcity nor will industry be paid so little in times of over- 
supply that it will be unable to continue to break new 
technological frontiers and achieve fundamental gains 
in product values, thereby providing for the American 
people an ever-increasing standard of living. 


Business Sentiment 


(Continued from page 495) 


These figures carry the suggestion of a rising prefer- 
ence for liquidity among consumers generally. (The 
switch from mortgage debt formation to investment in 
corporate securities also suggests the impact of tight 
money on the direction of investment funds.) If the 
figures carry any bullish connotation it is that the 
short-term liquidity of consumers is evidently now 
improving; in the first half of 1957, for the first time in 
several years, their additions to highly liquid holdings 
of currency and bank deposits exceeded the rate at 
which new consumer debt was being incurred. 

This is not to suggest that a new round of rapid debt 
creation will be a bullish element in the 1958 markets 
for consumer durables and homes. It does indicate, 
however, that the sluggish market for such durables in 
1957, and the declining level of net mortgage debt 
formation, are slowly improving the “balance sheet” 
position of the consumer sector, and gradually preparing 
the way for resumption of growth in the future. 

ALBERT T. SOMMERS 
Division of Business Analysis 


Business Bookshelf 


The Investment Decision—A largely empirical investigation 
of investment in which an attempt is made to measure the 
importance of the age of capital, the place of depreciation, 
profits, dividend policy, liquidity and other factors. By 
John R. Meyer and Edwin Kuh. Harvard University Press, 
Cambridge, Mass., 1957, 284 pages. $6.00. 


Practical Automation—Automation as it is integrated and 
practiced by American industry today. Many practical ap- 
plications are described and illustrated. By Lester R. Bittel, 
Morley G. Melden, Robert S. Rice. McGraw-Hill Book Com- 
pany, Inc., New York, 364 pages. $7.50. 
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SELECTED BUSINESS INDICATORS 


Chartbook 


Page* Series = 


1957 


Septemberp| August July September 


Industrial production 


5 PE OCI SRR aye siarevct- ots gto meee cece esse tees nese es 1947-49=100 S 144 r 145 144 144 
Durables manufacturing Shiono Ten ner ene cow tend 1947-49=100 S 159 162 yr 161 162 
Nondurables:manufactyying <<< eecces< coc sees oe 1947-49=100 S 132 131 130 130 


Wholesale prices 


11 All commodities. . o wie «ceislalelg c cies a's + 08m ¢ wie. acarels 1947-49 = 100 118.0 7118.4 118.2 115.5 
RICH AE TIAL es IMOMILIOS oh a cuh as cio coisas de ins aneserece 1947-49 = 100 125.9 r 126.0 125007 123.1 
Sefarevaraie it alcieYstats esis aie aieete’s et acent © 1947-49 = 100 91.1 93.0 92.8 90.1 


Consumer prices (NICB) 


13 EUALEL DE RIIE Soper Seta alatoratefeiateleisi=.c «sieve. aia eh eves cla eels 1953=100 105.3 105.1 104.8 102.4 
PASI. RA roids acer ee ktenats isd.lo ee shes Scanaieamns 1953 = 100 105.7 105.5 105.5 103.3 
OCt ee ere WOE Pa ea PNAC ge Mine sth ee & Mere ean 1953=100 103.6 103.5 102.8 100.3 


Prices received and paid by farmers 
1 5 RCS eee Ved waist ac uieteis eloicioieseminaie says via wins he 1910-14= 100 245 248 247 236 
(Bo SEG ic oo SR eo. G HO Oee au enIgng an SOPpmOn I 1910-14=100 296 295 295 287 
PAT TLACO* Me 45 eds tices os os hee oe Dee ge eee 1910-14=100 83 84 84 82 


Employment and unemployment (Census)? 


Potaltahor LOrCe tee ai - ime ne trols weitere ea alsla vines: Thousand persons 71,044 71,833 73,051 70,896 
17 Civilian RT MIP OR OR CE ae acc. cinjts: aval asia: o\ 4:6 sean nies opsyseusas a4 Thousand persons 68,225 68,994 70,228 68,069 
CiViliarvemploymMente .. sole cute ales ae eee ene esers ats oe Thousand persons 65,674 66,385 67,221 66,071 
Nopiarm employment. 20 eer «2h siecciac > dame p © + sike Thousand persons 59,156 59,562 59,449 58,683 
HURSVO TSO) GO ETACRIE Maree ta te ydntategn een arksea habs paictvesniceiero eres vies Thousand persons Zid IZ 2,609 3,007 1,998 


Nonfarm employment (BLS) 


otal. sh < eter eeesessenee pte tee race eee e ares Thousand persons S 52,682 752,870 752,815 52,148 
19 Employees in nonmanufacturing................. Thousand persons S 35,990 736,026 735,935 

Employees in manufacturing........-.........06. Thousand persons S 16,692 716,844 716,880 

Production workers in durables manufacturing. ....| Thousand persons S 7,417 7. 1,533 ry 7,548 

Production workers in nondurables manufacturing. .| Thousand persons S 5,408 r 5,410 r 5,421 


Average work week 


21 All manufacturing. ... 2. ........----eeee eee seeee Hours 40.0 r 40.0 39.7 
EET ECAR TIA CUITITI orc atete 18 2 ele se oa lesraletspeis:6/i Hours 40.3 ry 40.3 40.0 
Nondurables manufacturing « .0 oc disesis- guste cc cnnig rae Hours <ROEE) #39). 5 39.4 


cf | | | | | 


Average hourly earnings 
Dollars 2.08 2.07 2.07 


y) 3 ADE SAAT EA CEU SIS apne nevetete alevcrclette 3101s se iaeeinles 
Dollars Zea 2.20 2.20 


Dyrables manufacturing. gis ..c .5.6 os veo Ae ew whe 
WNondurables manufacturing ....o. 5.6.52 5520s eee Dollars 1.89 ry 1.88 1.90 


Average weekly earnings 


25 All manufacturing. ...........0. eee ee rece ee eeeee Dollars 83.20 r 82.80 82.18 81.81 
Durables manufacturing. 254... 2. as fs PRUE. Dollars 89.06 vr 88.66 88.00 88.38 
Nondurables manufacturing...............-..555 Dollars e 74.66 7 74.26 74.86 72.44 


Personal income 


27 RU CaE ct Aare A ORS Ske spans 72 ta IM aes asc eum atee Wo hae Billion dollars S A 346.5 r 346.8 346.2 331.1 
Pie SCION his tk cas Sie iene Stein wel wee «eee Billion dollars S A 249.2 r 249.7 248.8 238.0 
84 eh co ai ni ne Ie, oe a SY SR IE Sik nescence Billion dollars S A 104.1 ry 104.0 104.3 98.8 


| | | 


Instalment credit 


31 ESE CUSIOTIS TSS cate of Sks BEaS Serve cova oa Aa OR ODT Million dollars S n.a. 3,614 3,539 3,350b 
Renayments.f «ooo. ne He dbs oust sighs te WEBI) Loe Million dollars S n.d. 3,344 3,350 3,1455 
Instalment credit outstanding.................... Million dollars n.d. 33,045 32,699 30,6446 


New construction 


Tita 22 5 Me, wot edbidkwsls ssc Asda too Melee. Million dollars S A 48,204 747,592 46,284 46,284 
37 Chatal DELVACEE oh fe ob Sw diet one bn ade ga Pale Mai elanate Million dollars S A 33,600 733,384 32,784 33,216 
Private nonfarm residential.........-......00500- Million dollars S A 16,788 716,500 16,284 17,508 


Business sales and inventories 


PEGtal INV ETILOLICS |< chs sclee ee cc tn ae a taa este Na Pe ee Million dollars S n.a. 91,200 791,000 86,6005 
PAtcueet VALE Gena es eet Oa a ere 0 OE as Dae weep eons Million dollars S n.d. 57,000 757,400 55,0005 
39 Manufacturing inventories. ........:-eeeeeeeeeee Million dollars S n.d. 54,142 754,093 50,378) 
Manufacturing Gales... 6.52 ecco e estes seans Million dollars S n.d. 28,571 729,030 27,588) 
PetaiinventOrie@. oh. ee ce sire the eer ts Million dollars S n.d. 24,250 24,140 23,750b 
1a ETE 1 Ce een a ee a ee er ore Million dollars S n.a. 17,030 717,034 16,1016 
Retail trade: Durable goods stores 
Tiiven tones er Grn cc bs cee ares Fags ae we ou ies s0 Million dollars S n.d. 11,030 10,850 10,4706 
41 Sete ae Fen Peta ak oun Me cae th aunict Nei naneas -gaaaranes’, OSA Million dollars S n.d. 5,740 r 5,839 5,5126 
Inventory-Sales ratio. ........ceeseceecee ete etes * n.d. 1.92 r 1.86 1.900 
Retail trade: Nondurable goods stores 
TW EHLOLEI oh arm Ook o cpecsbe told «i 0le aid mS aregaua eh alee Million dollars S n.d. 13,220 13,290 13,2806 
43 OEE RE eee Oar ge ie Mle ta Million dollars S fad. 11'200 | 11,195 10,5895 
Inventory-Sales ratio... 2.0.0... eee ee eee eet eee * n.d. 1.17 1.19 1.25b 
Durables mfg.: Sales and inventories 
TVET COTICS AC cine chr teietss en teuers uouelan sore wie 8ia) op aud «; Syruacais) » Million dollars S n.d. 31,760 731,696 29,120b 
45 SAL CE, & etaenee uneeioususds +E mite Sutmuso certs shsa-a aliniel Million dollars S n.d. 14,184 714,573 13,7236 
Inventory-Sales ratio... 1... 6... eee eee eee eee = n.d. 2.24 PANE! 2.126 
Nendurables mfg.: Sales and inventories 
Inventories Xs RAUNT GIA eta aiereha Sibel sw velere: slat Million dollars S n.a. 22,382 722,397 21,2586 
47 Sales ence CAME terre elton ss ees e Terai. Million dollars S n.d. 14,387 714,457 13,8655 
* 1.56 Pa hse 1255), 


Inventory-Sales ratio.................-...- + 
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SELECTED BUSINESS INDICATORS (Continued) 


Chartbook 


Page* Series 


Merchandise exports and imports 


Imports : : : 
Export surplus incl. grant-aid shipments 
Export surplus excl. grant-aid shipments 


Federal budget receipts and expenditures 
Cumulative receipts 
Cumulative expenditures 
For quarterly data see below 
Money supply and turnover 
Privately held money supply’ 
Total demand deposits adjusted and currency 
Deposit turnover: New York City 
Deposit turnover: 337 other centers$ 


Bank loans, investments and reserves 
Investments? 


49 


Diffusion index 
Industrial production 
Diffusion index 


Eight sensitive business indicators 
Residential building contracts 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


Chartbook 


Series 
Page* 


Gross national product 


7 


Components of gross national product 
Personal consumption expenditures 
Change from previous quarter 
Government purchases of goods and services 
Change from previous quarter 
Gross private domestic investment 
Change from previous quarter 


Disposition of personal income 
Total personal income 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Net before taxes 
Net profits 
Tax liability 
Dividend payments 
Retained earnings 


Business expenditures for plant and equipment 
Total 
Manufacturing industries 
Nonmanufacturing industries 


Federal budget receipts and expenditures 


51 


Expenditures 
Cumulative surplus or deficit!% 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tue ConFrerence Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F, W. Dodge; Standard 

Poor’s; Dun & Bradstreet. 

. | Indludes interest, taxes and wages. ? Prices received divided by prices paid. * Be- 
ginning May 1956, data based on 330-area sample. 4 Excludes personal contributions 
to social security, included in components. * Includes wages and salaries and “other 
labor income.” 6 Includes grant-aid shipments, 7? Demand and time deposits adjusted 
to exclude U. §, Government and interbank deposits; and currency outside banks, 
8 Excludes Boston, Philadelphia, Chicago, Detroit, San Francisco, Los Angeles and 


Million dollars 
Million dollars 
Million dollars 
Million dollars 


Million dollars 
Million dollars 


1957 1955 


September 


Septemberp} August 


1,5356 
1,055) 
480b 
3226 


1,678 
1,031 
647 
506 


n.a. 
n.d. 
n.a. 
n.d. 


58,330 
53,487 


51,105 
47,820 


Billion dollars 
Billion dollars S 
ts. 


TS 


Million dollars 
Million dollars 
Million dollars 
Million dollars 
Million dollars 


Thous. sq. ft. fl. sp.S 
Thous. sq. ft. fl. sp.S 


Million dollars S 


1941-43 =10 
Number S$ 
Number S 


17,3426 
40.6 
91.6 

50.37 

11,028 

1,057 


III 
Quarter p 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S$ 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S$ 
Billion dollars S$ 
Billion dollars S 
Billion dollars S 


MUnwWwNywnr 
WOWONO 
CNOODN hs 


wCNON 
O00 
onus 


Billion dollars S$ 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S$ 
Billion dollars S 


Million dollars 
Million dollars 
Million dollars 
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21,186 
18,121 
1,646 


New York. * All member banks, 1° From Federal Reserve Banks, 1 Weekly reporting 
member banks, ! Gross national product, less change in business inventories. 1 For 
fiscal year beginning July 1, S-seasonally adjusted, A-annual rate, a-anticipated, 
For the IV Quarter of 1957, anticipated outlays are: Total, 37.17; Manufacturing, 
16.20; and Nonmanufacturing, 20.97. b-August, 1957 for monthly data; Ii Quarter 
1957 for quarterly data, p-preliminary. r-revised. * End-of-month inventory, divided 
by sales during the month. ¢ Debits (annual rate) divided by deposits. ++ Diffusion 
index stated as the average duration in months of expansion or contraction. n.a.-Not 
available “ Chartbook of Current Business Trends, (Third Edition), Taz CoNFERENCE 
Boarp, 1957, Copies available to Board Associates on request, 
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COMPILATIONS OF MERGERS AND ACQUISITIONS 


Board published a monthly list of mergers and 

acquisitions. Although discontinued in December 
1956, requests from Associates and students of mergers 
have persuaded the Board to begin compiling and pub- 
lishing such information again. This new service begins 
with the present issue of The Business Record. 

The following notes on concepts and methods used in 
preparing the lists would not be required if there were 
any regularly published list of mergers and acquisitions. 
This is, however, not the case. Not only is there no 
single source of information, but there is no standardized 
definition of what an acquisition is. Indeed, in the ab- 
sence of standardized definitions and of a mandatory 
government reporting system, no list of “all mergers 
and acquisitions” can be compiled.? 


CONTENT OF LISTS 


The Conference Board lists an acquisition if either 
the acquiring or acquired unit meets the following spec- 
ifications. 


[De 1956 the National Industrial Conference 


Industry Classifications —manufacturing, mining, whole- 
sale and retail trade, and services. 


Geographic Area—the United States, and territories and 
possessions with respect to both the acquiring and ac- 
quired units; Canada, for the acquired unit only. (If, 
for example, an American company acquires a Canadian 
company, the acquisition is recorded. Acquisitions by 
Canadian companies of Canadian or United States 
companies are excluded.) 


Transactions—1. acquisitions of assets by United 
States companies of United States and Canadian units. 


a. Independent corporate and noncorporate entities com- 
plete with facilities, personnel, etc. 

b. Subsidiaries and affiliates of other companies complete 
with facilities, personnel, etc. 

c. Divisions of companies complete with facilities, per- 
sonnel, etc. 

d, Major operating facilities to be used as such; ¢.g., ac- 
quisition of a plant that is not solely an acquisition of space; 


1 The Federal Trade Commission regularly combs a series of fi- 
nancial sources to prepare information for its merger. investigation 
program. The results of this work are not made public in the form of 
lists of names of acquiring and acquired units, but only as statistical 
aggregates. A list of corporate mergers in manufacturing and mining 
during the period 1948-1954, based on the Federal Trade Commis- 
sion’s listing work, was published in the “Interim Report of the Anti- 
trust Subcommittee of the Committee on the Judiciary, House of 
Representatives, 84th Congress, First Session, on Corporate and Bank 
Mergers,” Washington, 1955 
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and acquisitions of developed timberlands, oil properties 
and mining properties. 

e. Acquisition of an operating business, or part of a 
business, by a newly formed company. 

Transactions—2. acquisitions of stock by United States 
companies of United States and Canadian companies. 

a. Total stock acquisitions. 

b. Acquisitions of 50% or more of the voting stock of 
another company (where identifiable). 

c. Acquisitions of less than 50% of the voting stock of 
another company where the record shows that the purchase 
brings the acquiring company’s share in the purchased unit 
to 50% or more of the voting stock. 


Transactions Excluded:! 


Acquisitions of assets—(a) inventories, equipment, 
stock in trade; (b) space (e.g., land, warehouses, office 
buildings, etc.), except where manufacturing property 
is purchased from a competitor; (c) undeveloped oil 
properties, timberland, mining properties; (d) patents, 
trade marks, sales rights, know-how; (e) assets of known 
subsidiaries of the acquiring company. 

Acquisitions of stock—(a) where the acquiring company 
purchases less than 50% of the outstanding voting shares 
of a company and it is not known that the purchase 
brings its holdings to 50% or more; (b) all other pur- 
chases of stock where the percentage of the acquired 
unit’s stock in the hands of the acquiring company is 
unknown. : 


Acquisitions of assets and stock—(a) by a foreign com- 
pany’; (b) of a foreign company, except acquisitions of 
Canadian companies’; (c) by individuals or groups of 
individuals, foundations and investment trusts; (d) by 
banks, other finance companies, public utilities, and 
railroads; (e) consolidation of existing subsidiaries; 
(£) purchases from governments; (g) acquisitions where 
shares of stock or assets are acquired in connection with 
financing a transaction where title is acquired for col- 
lateral purposes. 

The time period designated in the listing 1s, so far as 
sources permit, the month in which the consummation 
of an acquisition is announced. 

1[t is not always possible to determine whether a reported trans- 
action should be excluded since the published sources are not always 
sufficiently explicit to permit accurate determination on this point. 
Every attempt is made to exclude acquisitions in transportation, com- 
munication, utilities, real estate, construction, banking, mortgage 
companies, etc. Doubts that remain after all sources have been 
checked are resolved in favor of exclusion 


2 These exclusions are designed to confine the list to acquisitions by 
United States companies of stock and assets of domestic and Canadian 
companies 
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It may be noted that where there is a merger through 
exchange of stock, there is technically no acquiring 
company. The larger of the companies is, for the pur- 
poses of the listing, considered the acquiring company 
in so far as the fact is known. Where a new corporation 
is formed as the result of a merger, the new corporation 
will be considered as the acquirer and notes will show 
the relationship of the acquired properties to it. 


SOURCES OF INFORMATION 


The following notes outline the principal procedures 
used in compiling the list. 

Acquisitions are identified by scanning the following 
publications!: 


The Wall Street Journal (daily) 

The Financial Post (Canadian weekly) 
The Journal of Commerce (daily) 

The New York Times (daily) 

New York Herald Tribune (daily) 
Moody’s Industrials (semiweekly) 
Standard Corporation News (daily) 


Descriptions of companies and size information comes 
from Moody’s Industrials (semiweekly) and “Moody’s 
Industrial Manual’ (annual); Standard Corporation 
News (daily) and Standard Corporation Descriptions 
(bimonthly); and Thomas’ Register (annual). 

The sources are consulted in the order given above. 
Descriptions of companies are intended to include, to 
the extent possible, the function and principal products 
or services of the company or unit in question; e.g., 
roller-bearing manufacturer, wholesale grocer, etc. 
Where no descriptive information is available the sym- 
bol n.a. is used. Size designations for both the acquiring 
and the acquired unit are for the unit actually engaged 
in the transaction. Size figures are, in so far as possible, 
quoted in terms of total assets, as recorded for the latest 
date for which figures are available in the sources used. 
Where asset figures are not available, net sales, capacity, 
or Thomas’ estimated capital classification is used. 

1 These sources do not purport to cover acquisitions by nonreg- 


istered corporations, and they are not necessarily complete with re- 
spect to acquisitions by noncorporate entities 


Where a size measure other than total assets is recorded, 
a footnote accompanies the published list. Where no 
appropriate size figure is available, the notation n.a. is 
carried instead of the size designation. 


SCOPE AND LIMITS 


The technical limits of the concepts used in compiling 
the lists are those implicit in the specifications for in- 
clusion or exclusion of particular transactions. It should, 
however, be emphasized that no list of acquisitions 
identified through standard financial sources is “com- 
plete,” since such sources do not, in general, cover ac- 
quisitions by nonregistered corporations or acquisitions 
by unincorporated enterprises, and there is no assurance 
that the sources include all acquisitions in the fields 
covered.! There are, furthermore, many cases where it 
is not clear from the sources whether an acquisition 
should be included under any given set of concepts. 

Further, many acquisitions that can be identified 
through the standard financial sources are acquisitions 
by, or of, companies whose size or description cannot 
be determined from the same sources. Even when size 
and descriptive information is available, it is normally 
not sufficiently detailed or comparable to permit direct 
analysis by industry or size class on an across-the-board 
basis. 

The nature of the concepts and the sources, therefore, 
requires that further work be done before statistical 
analysis of such lists can be made. The present listings 
are, therefore, presented not as definitive counts of ac- 
quisitions but as representative of the type of list that 
can be compiled by the indicated methods from the 
sources used. If the reader desires to prepare lists of ac- 
quisitions in manufacturing alone or in any other sub- 
category of the acquisitions here published, the present 
lists may serve as a beginning for such work. 


Betty Bock 
ALAN CANTER 
Division of Economic Studies 


1 It would be possible to lengthen the list if a series of trade journals 
such as Iron Age and The Paper Trade Journal were also covered, but 
additional identifications could be made only at substantial addi- 
tional cost, and even these would not assure “complete” coverage 


Compilation of Mergers and Acquisitions September 1, 1957—October 10, 1957 
ee Ge enn ee ees 2 eee 


Acquirer Acquired Unit 
Description and Size (in millions) | Description and Size (in millions) 


Air Reduction Sales Co. (n.a.) Adelson-Werts, Inc. (n.a.) 
(Division of Air Reduction Co.) | Authorized dealer for Air Re- 
Industrial gases and weldingand| duction 
cutting equipment mfr. 


Albermarle Paper Mfg. Co. ($30.2) | Interstate Bag Co. (over $1.0)* 
Kraft and specialty paper mfr.| Paper shopping bag mfr. 
Allied Colorado Enterprises (n.a.) reat Steel & Supply, Inc. 
n.d. 


Osborn Paper Co. (over $.5)* 
Paper school supplies mfr. 


Allied Paper Corp. ($18.5) 
Book, specialty paper and news- 
print mfr. 


* Estimated minimum capital from Thomas’ Register 


Acquirer 


Acquired Unit 
Description and Size (in millions) Se “ 


Description and Size (in millions) 


Mid-West Paper & Envelope Co. 
(over $.5)* Stationery mfr. 

Hydramotive, Inc. (n.a.) 
Hydraulic diesel, gasoline engine 
starter mfr. 


American Bosch Arma Corp. ($54.6) 
Internal combustion fuel injec- 
tion systems and automotive 
electric equipment mfr, 

American Cyanamid Co. ($559.9) 
Chemical, pharmaceutical and 
allied products mfr. 

American Electronics, Inc. ($7.9) 
Electronic, electrical and nu- 
clear components mfr. 


Illinois Powder Mfg. Co. 
(over $1.0)* 
High explosives mfr. 
Cal-Air Engineering, Inc. ($.8)! 
Electronic subsystems for mis- 
siles mfr. 


1 Annual sales volume 
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Compilation of Mergers and Acquisitions September 1, 1957—-October 10, 1957 (Continued) 


Acquirer 


Acquired Unit 


Description and Size (in millions) | Description and Size (in millions) 


American Machine & Metals, Inc. 
($22.5) 
Industrial machinery, 
ment and gauge mfr. 


American-Marietta Corp. ($144.8) 
Bide industrial products 
mfr. 


equip- 


American Photocopy Equipment 
Co. ($4.7) 
Photocopy equipment mfr. 
American Tidelands, Inc. ($2.8) 
Oil and gas well driller 


Arkansas Louisiana Gas Co. 
($141.7) 
Integrated natural gas co. 


Associated Dry Goods Corp. 
($109.4) 
Department store operator 


Atlantic Research Corp. (over $.3)* 
Ultrasonic and sonar devices mfr. 


William L. Barrell Co. (n.a.) 
Textile commission co. 


Baldwin-Hill Co. ($4.1) 
eae wool insulation products 
mfr. 


Bayview Oil Co. (n.a.) 


Bell & Gossett Co. ($15.2) 
Pump and air conditioning 
equipment mfr. 


Belock Instrument Corp. ($9.4) 
Precision instrument mfr. 


Bendix Aviation Corp. ($362.3) _ 
Aircraft and automotive equip- 
ment mfr. 

Better Bi Super Markets, Inc. (n.a.) 

has been formed by 

Boyertown Burial Casket Co. 

($10.7) . 
Casket and funeral supplies mfr. 
Burlington Industries, Inc. 
($518.9) 
Textile mfr. 


Butler Brothers ($41.3) 
Variety store chain operator 


Chambers & Wiswell, Inc. ($3.0)? 
Advertising agency 


Taller & Cooper, Inc. (over $.1)* 


Electro-mechanical equipment 
infr. 


Rahm Instruments, Inc. (name and 


additional assets of) (n.a.) 
esr aeronautical instruments 
mfr. 


Sinclair & ValentineCo. (over $1.0)* 


Printing ink mfr. 


Cummins-Chicago Corp. 
(Plastic binding division of) (n.a.) 


Marine Drilling, Inc. (n.a.) 


Servel Inc. 
Business, property and assets of 
air-conditioning and defense di- 
visions (n.a.) 


Sibley, Lindsay & Curr Co. ($17.1) 


Department store operator 


Cumberland Optical Co. (n.a.) 


Hesslein & Co. (n.a.) 


Textile commission co. 


Federal Building Material Co. ($.3)1 
Granulated mineral wool 
producer 


Bristol Petroleum Co. (n.a.) 
Trans-American Oil Co. (n.a.) 
Topco Oil Co. (n.a.) 


Marble Arms Corp. (over $.3)* 
Sporting goods mfr. 


Marble-Card Electric Co. 
(over $.3)* 
Electric motor and generator 
mfr. 


Marble Real Estate Co. 


Sonic Industries, Inc. (n.a.) 
Radio, phonograph mfr. 
Poroloy Equipment (n.a.) 
Stainless steel fine-mesh filter 
mfr. 
Merger of ten grocers in Tidewater 
area of Virginia (n.a.) 


Cincinnati Coffin Co. (over $1.0)* 
Casket mfr. 


Martel Mills Corp. and Henrietta 
Mills 
(Seven cotton mills of) (n.a.) 


T. G. & Y. Stores 
Chain of 125 variety stores 


Shattuck, Clifford & McMillan, 


Inc. (n.a.) 
Advertising agency 


Cities Service Oil Co. (Pa.) (n.a.) | Taylor Oil Co. (n.a.) 


Petroleum marketer 


* Estimated minimum capital from Thomas’ Register 
3 Estimated minimum capital from “Thomas 


NOVEMBER, 1957 


1 Annual sales volume 
> Wholesale Grocery and Kindred Trades Register, 1954” 


_, Acquirer 
Description and Size (in millions) 


Cleveland Automatic Machine Co. 
($5.3) 
Automatic metal working ma- 
chines mfr. 


Colonial Stores, Inc. ($75.1) 
Retail food chain 


Cribben & Sexton Co. ($7.0) 
Domestic gas ranges, gas insu- 
lating heaters, dishwashers mfr. 


Curtis Publishing Co. ($93.1) 
Printing and publishing co. 


Denver Chemical Mfg. Co., Inc. 
(over $.1)* 
Feminine and baby products 
mfr. 


De Vilbiss Co. ($16.7) 
Automatic spraying machines 
mnfr. 
W. S. Dickey Clay Mfg. Co. 
($10.8) 
Clay pipe, allied products mfr. 


J.S. Dillion & Sons, Inc. (over $1.0) 
Retail food store operator 


Dixie Bearings, Inc. (sub. of Bear- 
ings, Inc.) (n.a.) 
Bearings mfr. 
Dow Chemical Co. ($646.3) 
Organic, inorganic chemicals mfr. 


EI-Tronics, Inc. ($1.0) 
Nucleonic and electronic equip- 
ment mfr. 


Erie Reinforced Plastic Pipe Corp. 


(n.a.) 
(Affiliate of Erie Forge & Steel 
Corp.) 
Plastic pipe developer 
Erwin Wasey, Ruthrauff and Ryan, 


Inc. 
(Newly formed) Advertising 
agency 


Federal Machine & Welder Co. 
($6.0) ; 
Industrial presses and welding 
machinery mfr. 
Federal-Mogul-Bower 
Inc. ($58.0) 
Sleeve, roller and ball bearings 
mfr, 
N. Fluegelman & Co., Inc. 
(over $.3)* 
Cotton goods converters 
Food Merchandisers, Inc. (n.a.) 


Founders Corp. ($3.2) 
Radio and TV holding company 


Bearings, 


Acquired Unit 
Description and Size (in millions) 


Hy-R-Speed, Inc. 
(Certain assets, including rights 
to manufacture certain types of 
grinding mills of) (n.a.) 

Food Fair, Inc. 


(Two stores in Chattanooga, 
Tenn. of) (n.a.) 


eee Chef-Food Giant Mkts., 
ne. 
(Commercial range operation of 
Magic Chef, Inc., Div. of) (n.a.) 


Keystone Readers Service, Inc. 
(n.a.) 


Magazine subscription sales 
agency 
Henry K. Wampole & Co., Inc. 
(over $.5)* 
Ethical drug maker 


Newcomb-Detroit Co. (over $1.0)* 
Paint spray equipment and 
ovens mfr. 

Evens & Howards Sewer Pipe Co. 

(over $1.0)* 
Sewer pipe, drain tile, similar 
products mfr. 

Kroger Co. 

(Sixteen retail food stores of, 
in Kansas area) (n.a.) 


Southern Bearing Co. (n.a.) 
Bearings mfr. 


Dobeckmun Company ($24.1) 
Wrapping materials and coated 
papers mfr. 

Parkchester Machine Corp. 

(over $.1)* 
Guided missile and aircraft com- 
ponents mfr. 


Penn-Akron Hardware Corp. 
(Certain assets and the business 
of) Cabinet hardware mfr. (n.a.) 


Erwin, Wasey & Co. ($41.0)? 
Advertising agency 


Ruthrauff & Ryan, Inc. ($39.0)? 
Advertising agency 


Berkeley-Davis, Inc. (n.a.) 
Arc-welding equipment mfr. 


Microtech Corp. (n.a.) 
Miniature ball bearings mfr. 


Stern & Gutman (n.a.) 
Yarn-dye fabric specialists 


J. S. Ballard Co. (n.a.) 


Mohican Stores (n.a.) 
A 52-outlet retail food chain 


21956 billings from Advertising Age, February 25, 1957 
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Compilation of Mergers and Acquisitions September 1, 1957—October 10, 1957 (Continued) 


Acquirer _ re 
Description and Size (in millions) 


Fulton-Denver Co. (n.a.) 


General Dynamics Corp. ($434.6) 
Aircraft, submarine, missiles and 
electronic equipment mfr. 


General Outdoor 
Co., Inc. ($27.3) 
Outdoor advertising 


General Tire & Rubber Co. ($237.9) 
Rubber and metal products mfr. 


Advertising 


William L. Gilbert Clock Corp. 
($2.1) . 
Spring-wound and electric clocks 
mfr. 


Globe Mfg. Co. (n.a.) 


Gould National Batteries, Inc. 


40.0 
Storage battery mfr. 


Grand Union Co. ($79.5) 
Retail food market chain 


Griggs, Cooper & Co., Inc. (n.a.) 
(Newly formed) 


Hardwick, Hindle, Inc. (n.a.) 
(Sub. of American Seal-Kap 
Corp.) Power resistors and rheo- 
stats mfr. 


Harsco Corp. ($49.1) 
Steel products for industry mfr. 


Haveg Industries, Inc. ($3.2) 
Molded plastic materials mfr. 


Hertz Corp. ($72.1) 
Automobile and truck rental 
concern 


Houston Oil Field Material Co. 
($16.1) 

Oil and gas well equipment 
supplier 


Huffman Mfg. Co. (over $1.0)* 
Cans, oilers, etc. mfr. ; 


Idaho Maryland Mines Corp. ($1.9) 
Tungsten producer 


Ideal Cement Co. ($95.3) 
Cement producer 


Acquired Unit 
Description and Size (in millions) 


Acquirer ie 
Description and Size (in millions) 


Acquired Unit 
Description and Size (in millions) 


Fulton Bag & Cotton Mills ‘ 
(Textile bag mfg. branch in 
Denver, Colorado of) (n.a.) 

Liquid Carbonic Corp. ($58.7) 
Carbonic gas, dry ice and other 
gases producer 

Claude Neon General Advertising, 

Ltd. ($3.1) (Montreal) 
Outdoor advertising 
2 Buildings from Trutred Tires, 
Ine. (n.a.) 

Castle Rubber Co. (over $1.0)* 
Rubber-covered rolls and rubber 
products mfr. 


General Computing Machines 
Corp. (n.a.) 


Pepperell Mfg. Co. 
(Fall River, Mass. plant of) (n.a.) 
Nickel Cadmium Battery Corp. 
(n.a.) 
Nickel-cadmium battery mfr. 


H. L. Mills 
(Three supermarkets of) (n.a.) 
Hagerstown, Md. food chain 


Griggs, Cooper & Co. 
(Division of Consolidated Foods 
Corp.) (n.a.) 
Wholesale liquor dealer 


George Rattray & Co., Inc. (n.a.) 
Precision potentiometers mfr. 


Ainsworth Mfg. Corp. ($11.2) 
putopebite industry products 
mfr. 


Frederick Colman & Sons (n.a.) 
Tools, dies and machinery mfr. 


Reinhold Engineering & Plastics 
Co., Ine. (n.a.) 
Plastics for aircraft and missile 
industries mfr. 


Hawaiian Car Rental Co. of 
Honolulu (n.a.) 
Automobile rental agency 
McCords Car & Truck Service 
(n.a.) 
Automobile and truck rental 
concern 


Oil Equipment, Ltd. (n.a.) 
Oil well supply company 


Monark Silver King, Inc. 
(Lawnmower div. of) (n.a.) 


Schroeder Mfg., Inc. ($.6)1 
Valves and other aircraft in- 
dustry accessories mfr. 


Northwestern Portland Cement Co. 
($9.5) 
Portland cement producer 


Industrial Enterprises, Inc. ($4.9) 
Motor vehicle transporter, vend- 
ing machine installer and electric 
crane producer 


International Basic Economy Corp. 


n.d. 
International finance and devel- 
opment concern 

Jones & Laughlin Steel Corp. 


($732.1) 
Steel producer 


Kelsey-Hayes Co. ($101.5) : 
Automotive and aircraft in- 
dustries products mfr. 

Kimbell Wholesale Grocery Co. 

(over $1.0)? 
Wholesale grocery chain 

Lehn & Fink Products Corp. 

($12.1) 


Proprietary drugs and cosmetics 
mfr. 


Leslie & Co. (n.a.) 


Mailman Brothers (n.a.) 


Manger Rochester Corp. (n.a.) 
Hotel chain 


Masonite Corp. ($59.0) 
Hardboard mfr. 


McRae Oil & Gas Corp. ($4.1) 
Integrated oil and gas company 


Mead Containers, Inc. (n.a.) 
(Sub. of Mead Corp.) 


Mead Corp. ($134.0) 
White paper, paperboard and 
pulp mfr. 


Montgomery Ward & Co., Inc. 
($739.6) 
Mail order enterprise and retail 
merchandiser 


National Can Corp. ($51.4) 
Metal container mfr. 


National Gypsum Co. ($171.3) 
Building materials mfr. 


National Tea Co. ($114.9) 
Retail food store chain operator 


United Specialties Co. ($5.9) 
Car body attachments, nonauto- 
mobile oil bath air cleaners and 
miscellaneous products mfr. 


Bellows Co. (over $.3)* 


Pneumatic, hydraulic and elec- 
trical equipment mfr. 


Geuder, Paeshke & Frey Co. 
(Galvanized ware mfg., plant of) 
(n.a.) 


Heintz Mfg. Co. (n.a.) 


Automotive and _ aircraft 
dustries products mfr. 


Goff Wholesale Grocery Co. 
(over $.1)? 
Wholesale grocery house 


in- 


National Laboratories, Inc. 
(over $.5)* 
Cleaning supplies for industry 
mfr. 


Catlin Farish Co., Inc. (over $1.0)* 
Cotton gray goods sales organi- 
zation 


Durham-Enders Razor Corp. ($.9) 
Safety razors and blades mfr. 


Seneca Hotel (n.a.) 
(Rochester, N. Y.) 


Co-Operative Industries, Inc. 
(over $.5)* 
Fabricated products mfr. 


C. L. Pardo Oil & Gas, Inc. (n.a.) 


Shelby Paper Box Co. (over $.1)* 
Shaaens containers and cartons 
T. 


Armour Leather Co. (n.a.) 
(Sub. of Armour & Co.) 


The Fair ($23.3) 
(97.8% of the common shares of) 
Department store 


Consolidated Foods Corp. 
(Can-making facilities of Coastal 
Food division of) (n.a.) 


Donn Searle Foods 
(Plant of) (n.a.) 


Connecticut Adamant Plaster Co. 
(over $.1)* 
Plaster mir. 


DeVan-Horner, Inc. (n.a.) 
Seven super markets—Mobile, 
Alabama 


Logan’s Super Markets, Inc. 
(over $.3)2 
Food store chain, Nashville, 
Tennessee 


North American Aluminum Corp. | Rexart Metal Industries, Inc. 


(n.a.) 


(Physical assets of) (n.a.) 
(Sub. of U.S. Hoffman Machin- 


ery Corp.) 
* Estimated minimum capital from Thomas’ Register 
2“Thomas’ Wholesale Grocery and Kindred Trades Register, 1954” 


1 Average annual sales volume 
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Compilation of Mergers and Acquisitions September 1, 1957—October 10, 1957 (Continued) 


Acquirer 


Acquired Unit 


Description and Size (in millions) | Description and Size (in millions) 


Nott Mfg. Co. (over $.1)* 
Insecticides and repellents mfr. 


Ogden Corp. ($153.0) 
Industrial holding co. 


Qld Rose Distributing Co. (n.a.) 


Parker Appliance Co. ($15.8) 
Liquid, gas and air pressure con- 
trol devices mfr. 


Pacific Clay Products ($7.9) 
Vitrified clay products mfr. 
Paramount Pictures Corp. ($133.7) 


Motion picture producer and 
distributor 


Ptaudler Co. ($14.0) 
Glass-lined steel tanks and ma- 
chinery mfr. 
Pittsburgh Screw and Bolt Corp. 
($19.5) 
Screws, bolts and kindred items 
mfr. 


Plastics Masters, Inc. (n.a.) 


Pneumatic Scale Corp. ($8.8) 
Packaging and bottling machine 
mfr. 

Pratt, Read & Co., Inc. ($4.1) 
Piano and organ keyboards and 
related products mfr. 


I. Rokeach & Sons, Inc. ($1.7) 
Kosher products mfr. 


Rowland Products, Inc. (over$1.0)* 
Plastics mfr. 


Schering Corp. ($45.5) ’ 
Ethical drugs and cosmetics 
producer 

Sentry Corp. ($2.6) 

Sanitary plumbing ware mfr. 


Siegler Corp. ($15.4) ; 
Heaters and electrical equip- 
ment mfr. 


Socony Mobil Oil Co. ($2,819.6) 
Oil producer 


Southland Provision Co. (n.a.) 


Rose Mfg. Co. (n.a.) 
Rose spray and rose food mfr. 


Eimco Corp. (over $1.0)* 
Loading and excavating equip- 
ment mfr. 


American Foundry & Machine Co. 
(over $.3)* 
Tron and steel castings mfr. 


Universal Wine & Liquor Co. (n.a.) 
Liquor distributors 


Famous Brands, Inc. (n.a.) 
Liquor distributors 


Hannifin Corp. (over $1.0)* 
Hydraulic and air power cylin- 
ders and presses and miscel- 
laneous components used in 
liquid, gas and air pressure sys- 
tems mfr. 


Tillotson Refractories Co. (n.a.) 
Vitrified clay pipe mfr. 


Esquire Theatre (1,700 seats) 
(Chicago) 


Permutit Co. ($1.3) 
Water-treating equipment and 
chemicals mfr. 

Southington Hardware Mfg. Co. 


(n.a.) 


P. R. Mallory Plastics, Inc. 
(Inventory and molds of Mallo- 
tome dinner and picnic ware 


of) (n.a.) 

Carbert Mfg. Co., Inc. (n.a.) 
Equipment for filling and sealing 
plastic containers mfr. 

Cornwell & Patterson Co. 

(over $.1)* 
Small tool and piano hardware 
mfr. 


H. A. Potter & Associates 
(Oil and gas properties of) (n.a.) 
G. E. Prentice Mfg. Co. ($1.2) 
Slide fasteners and personal 
hardware mfr. 
White Laboratories, Inc. 
(over $1.0)* 
Proprietary medicines mfr. 
PM Industries, Inc. (n.a.) ; 
Fractional horsepower electric 
motors mfr. 
Unitronics Corp. ($16.5) 
TV and radio mfr. 


Hufford Corp. (over $1.0)* 
Stretch forming equipment for 
aircraft and missile industries 


* Estimated minimum capital from Thomas’ Register 
1“Thomas’ Wholesale Grocery and Kindred Trades Register, 1954” 


NOVEMBER, 1957 


tele ed OR ee eo Ps ee en 


ag Acquirer 
Description and Size (in millions) 


Standard Pressed Steel Co. ($41.7) 
Precision fasteners and _ steel 
shop equipment mfr. 


Standard Products Co. ($15.9) 
oe window channels 
mfr. 


Acquired Unit 
Description and Size (in millions) 


Nutt-Shel Co. (over $.1)* 
Aircraft, missile and electronic 
apparatus component parts mfr. 


Fred C. Clark Co. (n.a.) 
Custom-made steel doors and 
window sash for industrial build- 
ings mfr. 

Forstmann Woolen Co. (over $1.0)* 

Julius Forstmann & Co., Inc. 


Woolen and worsted apparel 
fabrics mfr. 


J. P. Stevens & Co. ($318.0) 
Textile mfr. 


Stewart-Warner Corp. ($65.7) 
Automotive, aviation, marine, 
industrial and general purpose 
products mfr. 

J. L. Stifel & Sons, Inc. (over $1.0)* 
Cotton-cloth mills 

Stubnitz Greene Corp. ($6.8) 
Automotive industry seat spring 
assemblies mfr. 


Sun Crown Food Corp. (n.a.) 


National Governor Co. (n.a.) 
Truck and industrial engine 
speed governing device mfr. 


Indian Head Mills, Inc. ($9.2) 
Cotton-cloth mills 


Quincy Products Co. (n.a.) 
Refrigeration concern 


Pan-American Food Co. (over $.1)t 
Nut importer 


Arcady Oil Co. 
(220 acres of producing oil prop- 
erty in Fresno County, Cal. of) 
(n.a.) 


Boulevard Shopping Center 
(Montreal) (Retail 
sales over $20.0) 

Retail shopping center 


Struthers-Wells Corp. 

(Facilities and inventories used in 
the design, manufacture and 
sale of metal-forming and 
work-handling machinery of) 
(n.a.) 

Mountain Valley Oil Co. 


(Stock in 55 producing oil wells of) 
(n.a.) 


Sunset International Petroleum 
Corp. ($18.6) 
Crude oil producer and gasoline 
refiner 


Tankoos & Co. (n.a.) 


Taylor-Winfield Corp. (over $1.0)* 
Resistance welding equipment 
mfr. 


Tekoil Corp. ($5.5) 
Oil and gas producer and con- 
sultant 

Reservoir Engineering Labora- 
tories, Inc. (n.a.) 

Oil mining service company 

Texolina Oil Co. (n.a.) 

(55 producing oil wells, 16 gas 

wells and various acreage of) 


Textron, Inc. ($192.0) California Technical Industries 


Textiles, metals and electronic 
products mfr. 


John R. Thompson Co. ($10.0) 
Restaurant chain 


Union Tank Car Co. ($160.5) 
Railway tank car leasing co. 


n.d. 
Electronics developer and mfr. 


Tiffin Inn (n.a.) 

(Denver) 

Phoenix Mfg. Co. (over $1.0)* 
(Including Graver Tank & Mfg. 
Co.) Steel and molded rubber 
products mfr. 

U. S. Leasing Corp. ($19.0) 


Commercial-Pacific Corp. (n.a.) 
Machinery and equipment leaser 
International Leasing Corp. (n.a.) 


Merritt-Chapman & Scott Corp. 
(250,000 shares of common stock 


Universal Marion Corp. ($36.2) 
Heavy construction equipment 


mfr. mfr. of) Construction and diversified 
George C. Peterson Co. (over $.5)* industrial concern. 
Gasoline and fuel oil distributor Southern Pipe & Supply Co. ($4.5) 
N. Baker & Son (n.a.) Pipe and plumbing fixtures and 
Meat-packing plant equipment distributors 
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Acquirer Acquired Unit 
Description and Size (in millions) | Description and Size (in millions) 


Jordan Electronics, Inc. (n.a.) 
(Sub. of Pannellit, Inc.) 
Radiation and radiation detec- 
tion equipment mfr. 


Griswold Mfg. Co. 
(Housewares division of) (n.a.) 
(Sub. of McGraw-Edison Co.) 


Marcus Whitman Hotel (n.a.) 
(Walla Walla, Wash.) 
175 room hotel 


Utah Consolidated Oil Co. (n.a.) 


Victoreen Instrument Co. ($1.4) 
Radiation measuring instrument 
mfr. 


Wagner Mfg. Co. (n.a.) 
(Sub. of Randall Co ) 
Cooking utensils mfr. 


Western Hotels, Inc. (n.a.) 
Hotel chain 


White Star Oil Co. ($.9) 
Oil and natural gas producer 
Hallmark Drilling & Petroleum 
Corp. (n.a.) 
L. A. Young Spring & Wire Corp. | Link Radio Corp. (n.a.) 

($27.8) FM receiver and transmitter mfr. 
Seat springs, truck bodies, com- 
munication and _ construction 
equipment mfr. 


Business Forecasts 


(Continued from page 519) 


look for 1958 is good: it should see us through a plateau year 
in construction (most of the gain will be inflationary). Such a 
performance should prompt planning experts to think bullishly 
for 1959. They’ll also be influenced by the almost assured 
boom in the Sixties. 

“The best estimate of the inflationary influence on 1958’s 
dollar volume is 3%. Some see more than that; some see a good 
deal less because of adequate supplies of structural steel, 
cement, and construction equipment. 

“The 3% increase will cost $1.4 billion, figuring 1957’s 
volume at $47.4 billion. Adding the two, you see that the ex- 
perts think we'll have a real dollar increase next year of only 
$200 million. . . .” 

Gas 

American Gas Association Monthly (October)—“Sales of 
gas by utilities and pipelines in 1960 will total 94 billion 
therms, an increase of 28.9% over actual sales of 72.9 billion 
therms in 1956. Supplies of gas from existing and planned 
facilities to meet these increased requirements will total 106.5 
billion therms, equivalent to a gain of 28.4% from the total 
supply of 84.0 billion therms available last year. . . . 

“Total peak day firm requirements for all sales and com- 
pany use in 1960-1961 will be 528.5 million therms, while the 
presently indicated supply for the same period will total 530.9 
million therms. A considerable improvement was noted in 
the relationship of supply to requirements, with 6,953,000 
therms of additional gas being required for the peak day in 
1958-1959. ... 

“Anticipated residential space-heating requirements in 1960 
will exceed those experienced in 1956 by 34%, and will repre- 
sent 22% of total annual demand of all customers of the in- 
dustry in 1960. By 1960 the gas utility industry will provide 
service to an average of 21.6 million residential space-heating 
customers, equivalent to a gain of 34% in the number of house- 
holds heated with gas when compared to the 1956 average of 


16.1 million. . . . Peak day space-heating requirements of 
residential customers are also-expected to increase 34% during 
the four years covered in the forecast to a total of more than 
267 million therms in the 1960-1961 heating season. . . . 

“On an annual basis, firm industrial requirements will ac- 
count for 38% of total industry requirements in 1960 but will 
contribute only 24% to the peak day requirements during the 
1960-1961 heating season. On the other hand, residential 
heating requirements, which will be responsible for only 22% 
of total annual requirements during the last year of the fore- 
cast, will represent 53% of peak day needs. 

“Sales of gas to interruptible customers are expected to in- 
crease from 14.5 billion therms in 1956 to 18.7 billion therms 
in 1960. Further growth in such sales is limited by the ever- 
increasing utilization of underground storage facilities for 
meeting the peak day demand imposed by househeating re- 
quirements. Increasing use of these facilities permits fuller 
year-round utilization of pipeline capacities and more effective 
sales to consumers by distributing companies. 

“Tt is estimated that $352 million will be expended during 
the next four years on underground storage projects, with a 
peak of $149 million being reached in 1960. Anticipated with- 
drawals during 1960 will aggregate 6.1 billion therms while on 
the 1960-1961 peak day the expected underground storage 
withdrawals of 119 million therms will represent more than 
22% of the total available supply of gas from all sources, for 
the entire industry... .” 


General 


Dr. Sumner Slichter, Lamont University Professor, Harvard 
University (The Commercial and Financial Chronicle, October 
10)—“The long-range outlook for the economy is good, mainly 
because the economy in the last several decades has greatly 
increased its capacity both to raise the demand for goods and 
to raise the productivity of labor and capita]. The basis for 
these is the rapidly growing new industry of discovery. . . . 

“The outlook for the remainder of 1957 depends in no small 
measure upon the policies pursued by the Federal Reserve 
System. 

“On the assumption that there is no important change in 
Federal Reserve policy, a slow expansion of business in the 
fourth quarter may be expected. This general conclusion rests 
upon the following specific conclusions: 


a. Expenditures on plant and equipment will be virtually 
unchanged from present levels 

b. Expenditures on housing will probably rise slowly 

c. Government expenditures, which have been rising 
fairly rapidly during the last year, will continue to rise at 
least at a slow rate throughout the fourth quarter 

d. Rising wages will increase personal incomes and thus 
personal consumption expenditures 

e. Individuals will buy as fast as their incomes rise and 
perhaps faster, as they have been doing since April. For the 
last five months retail trade has reached new highs each 
month. This trend may be expected to continue. .. .” 


Business Bookshelf 


Sterling, Its Meaning in World Finance—A study of the 
sterling area from the American point of view. By Judd 
Polk. Published for the Council on Foreign Relations by 
Harper & Brothers, New York, 1956. $3.75. 
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In the October Management Record 


Productivity—Two separate articles in this issue deal with the subject of productivity, but 
each approaches the topic from a different vantage: 


1. In “Productivity and Incentive Pay,” productivity refers specifically to the 
workers’ contribution to increased output. And it is on this contribution that incentive 
pay is based in the plant-wide Scanlon plan that has been in operation for five 
years in the Rochester Division of the Pfaudler Company. How this incentive plan 
works and how it has contributed to a much improved “climate” are fully discussed. 


2. In “Productivity and Wage Negotiations,” productivity refers to an increase 
in output per man-hour that may be determined by a number of factors—techno- 
logical improvements, more effective management, more efficient labor, etc. How- 
ever, it is often hard to know who or what is primarily responsible for a specific in- 
crease in productivity; and this in turn may lead to much argument at the bargaining 
table. To back up their respective positions, management and unions both collect 
and present productivity data in contract negotiations. Many examples are given in 
this article. 


Companies Fight the “Flu” Bug—Many companies are currently debating whether 
it is in keeping with their over-all policy to offer Asian influenza vaccinations to 
employees as part of their medical programs. Even if a company decides that it will give 
the vaccinations, it still must determine to whom the shots will be offered and who will 
pay the cost. This article discusses how several companies have resolved these problems. 


Company Trains for Personnel Work—When General Electric was faced with a 
growing need for personnel workers several years ago, it decided to train its own. How 
the new training program was integrated into the company’s over-all executive develop- 
ment program and how it works are described in this article. 
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National income and related statistics became a 
guide for government economic policy after World 
War Il and are now among the most widely fol- 
lowed of all statistical series by both government 
and business. This new edition of ‘‘Relative Nation- 
al Accounts” can facilitate your use of these basic 
statistics. 


The particular value of the present work lies in the 
first word of the title—relative. The official national 
accounts are expressed in dollars, but here they are 
in percentages as well. With this work in front of 
you, it’s only a simple matter of looking to see, for 
example, that wages and salaries, which climbed 
from $50.4 billion in 1929 to $227.2 billion in 
1956, were 57.4% of national income in that far-off 
year as against 66.1% in the year we last put to 
bed. These figures that give proportion to that phe- 
nomenal climb are there, ready-made for your use. 


1. The format of the first edition was 8%"x11”, that 
of the second edition 11”x 17”. The tables, almost 
double in size, are therefore easier to read and 
easier to follow 
2. There are three additional tables 


3. All tables are designed for continuous entry 
through 1958 as the data become available 


